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Ladies and Gentlemen:
PROCESSED
Re: K. Wah International Holdings Limited MAY 13 2003
Information Furnished Pursuant to Rule 12g3-2(b) THUMSOiv
under the Securities Exchange Act FINANGIAL

On behalf of K. Wah International Holdings Limited (the "Company"), S.E.C.
File No. 82-3853, copies of the following documents are submitted to you in order to

maintain the Company's exemption from Section 12(g) of the Securities Exchange Act
of 1934 (the "Act") pursuant to Rule 12g3-2(b) under the Act:

1. The Company’s joint announcement regarding possible acquisition of
88.1% of the voting shares carrying 97.9% of the economic interest in Galaxy Casino
S.A.; connected transaction and very substantial acquisition for and change of name of
K. Wah Construction Materials Ltd. And connected transaction, deemed very
substantial disposal and very substantial acquisition for K. Wah International
Holdings Ltd., dated April 18, 2005, published (in English language) in South China
Morning Post and The Standard, and published (in Chinese language) in Hong Kong
Economic Times and Hong Kong Economic Journal, all on April 19, 2005;
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2. The Company’s announcement of notice of 2005 annual general
meeting, dated April 4, 2005, published (in English language) in The Standard , and
published (in Chinese language) in Hong Kong Economic Times, both on April 4,
2005;

3. The Company’s letter to shareholders, dated April 4, 2005;

4. The Company’s circular regarding proposals for re-election of directors
and general mandate to repurchase shares, dated April 4, 2005; and

5. The Company’s annual report 2004 and proxy form for the year ended
December 31, 2004, dated April 4, 2005.

The parts of the enclosed documents that are in Chinese substantially restate
the information appearing elsewhere in English.

We would appreciate your acknowledging receipt of these materials by
stamping and returning the enclosed copy of this letter. A self-addressed, stamped
envelope is enclosed for your convenience.

Very truly yours,

WZ N ‘\7{//[ C
Simon Luk

cc: K. Wah International Holdings Limited

Enclosures
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THIS ANNOUNCEMENT IS FOR INFORMATION ONLY. IT IS NCT AN OFFER TO
ACQUIRE SUBSCRIBE, PURCHASE OR DISPOSE OF SECURITIES NOR IS IT
CALCULATED TO INVITE ANY SUCH OFFERS

The Stock Exchange of Hang Kong Limited lakes no responsidility for the contants ol this Announcement, ntakes no representalion as (o its accuracy or and o ims any tiabilily whatsoe lor any osg howsoswer arlsing lrom
of in refiance upon the whole or any part of Ihe conlents of his announcement.

K. WAH INTERNATIONAL HOLDINGS LIMITED K. WAH CONSTRUCTION MATERIALS LIMITED
EEEREBRERAF BEEENBFRAQA

(incorporated in Bermuda with limited fiability) (Incorporated In Hong Kong with limited liabllity)
(Stock Code: 173) (Stock Code: 27)

POSSIBLE ACQUISITION OF 88.1% OF THE VOTING SHARES CARRYING 97.9% OF
THE ECONOMIC INTEREST IN
GALAXY CASINO S.A.

CONNECTED TRANSACTION AND VERY SUBSTANTIAL ACQUISITION FOR
AND CHANGE OF NAME OF
K. WAH CONSTRUCTION MATERIALS LIMITED

AND

8@6\ CONNECTED TRANSACTION, DEEMED VERY SUBSTANTIAL DISPOSAL AND
7.4V VERY SUBSTANTIAL ACQUISITION FOR
4/(48( K. WAH INTERNATIONAL HOLDINGS LIMITED

€Cop,

Financial adviser to K. Wah Construction Materials Limited

UB S Investment
Bank

’?\9 Acquisltion

Canton Treasure, 8 wholly-owned subsidiary of KWCM, agreed conditionally an 14th March, 2005 to acquire an econamic intarest of 73,.6% In Galaxy from Family Companles and a further aconomic Interast of
24.3% from the Minority Vendors for an aggregate Purchase Price of HK$18,405,198,023. The Purchase Frice is to be satisfied as to HK$14,724,158,420 by tha issue to the Vendors of 1,840,519,798 new KWCM
Shares al HK$8.00 per KWCM Share and as to HK$3,681,038,603 by the issue to the Vendars of FRNs or, al the sols discretion of KWCM, FRNs and/or cash to the aggregats value of HK$3,681,039,603. The
Conasideration KWCM Shares represent about 141.9% of the existing issued share capital of KWCM and about 58.7% of the enlarged issued share capital ot KWCM immediataly after Complation {assuming that
therg will be no change in Its issued share caplital from the dats of this announcement to Complation save for tha Issua of the Consideration KWCM Shares at Completion). The market value of lhe Consideration
KWCM Shares (based on the closing price per KWCM Share of HK$B.50 on the Last Dealing Date) is HK$15,644,418,283. KWCM may finance part or al! of the Purchase Price that |1 elects to pay in cash rather
than FRNs through the issue and placing of additional new KWCM Shares, The timing and 1erms of such issue and placing (if any} of new KWCM Shares have yat to be decided,

Galaxy is 8 company incorporated In Macau. | holds one of only three gaming concessions awarded by the Macau govammsm {o operale casinos in Macau and curranily operales Gataxy Casino at Watdo Hotel,
its first cily club casino, In centrat Macau. The Family Companies are conneciad parsons of both KWIH and KWCM

Ceartain afte¢ts of the transactions under the Acqulaition Agreameant
immaediately after Comp\slich:

‘. KWCM wilt own 838,719 of the Galaxy B shares, vapresanliﬁg 97.9% of the aconomlic intarest in Galaxy and 88.1% of the voting rights. The principal asset and business of KWCM will ba that of Galaxy but
KWCM will continue to operate its existing business in construction materials; and

. Family Companies and KWIH (the existing contralling sharehalder of KWCM), together with {hair raspective associates and partles acting In concert with them, will hold about 48.6% and 27.2% respectively
of the issued share capital of KWCM diluted by the Consideration KWCM Shares {assuming that there will be no changs in Its issued share capital from the date of this announcement to Complatlon save
fof tha issue of the Consideration KWCM Shares at Completion). Theg Minority Vendors will hold about 13.0% of the issued share capital of KWCM rs diluted by the Consideration KWCM Shares (assuming
that there will be no change in its issued share capital from the date of this annouhcement to Complstion save tor the issue of the Consideration KWCM Shares at Completion).

The Trusts are the contralling sharehalders of KWIH. KWCM Is a subsidiary of KWIH. Through the direct sharehelding of City Lion in KWCM,. and the Indiract shareholding through KWH4 immediatoly after
Completion, the Trusts will continue to have de {acto and Takeoavers Code control of KWCM, The Executive has confirmed that the proposed Acquisition and issue of the Consideration KWCM Shares will not
result in any general offer obligation under the Takeavers Code.

Appfication will be made to the Listing Committae of the Stock Exchange for the listing of, and permission to deal In, the Consideration KWCM Sharas,
Gensral

The KWCM Board proposes that the name of KWCM be changed to Galaxy Entartainmant Group Limited (SRR AMA ML 7). The proposed change of name is subject fo approval by the KWCM Bharaholgers
by way of a special resolution at the KWCM EGM.

Under the Listing Rules, the Acquisition will constitute a connected transaction and very substantial acquisition for KWCM and a connected transaction, very substantial acquisition and deemed vety subsiantial
disposal for KWiH. The Acquisition is conditionat upon, amangst other things, the approval of the KWCM (ndepandant Sharehoiders and the KWIH indepandent Shargholdars. Vating on the Acquisition will be
conducted by way of poll. The Trusts, Family Companies, KWIH, membaers of the Lui Family and their respective associatas will abstaln from voting on the Acqulsition. Other ¢onditions precedent {o Completion
are 581 out in the subsection headed "Conditions Pracedent” in the section headed ‘A, The Acquisition” below.

A circular of KWIH and KWCM containing, amengst other things further particulars of the Acquisition and Galaxy, the recommendations of the KWHH Independent Board Committes, a Istter of advice trom Anglo
Chinese Corporate Finance, Limited, independent financial adviser to the KWIH Independent Board Committee and the KWIiH Independent Shareholders, the racommendations of the KWCM Independent Board
Commitiee and a lstter ot advice from Commerzbank AG, independent {inancial adviser to the KWCM Independent Board Committee and the KWCM Independent Shareholders, an accountants’ report on Galaxy,
property valuatlon reparts relating to tha property interests of Galaxy the KWCM Group and the KWIH Group and notices convening |he KWCM EGM and the KWIH SGM will be sent 1o the KWCM Shareholders
and the KW{H Sharshoiders respectively as soon as is practicable.

As Complation is subject ta the fulliiment of a number of conditions precedent, the Acquisition may or may not proceed. Sharehalders and potontlal Investora of KWCM should exercise caution
when deallng in the KWCM Shares and shareholders and potentlal Investors of KWIH should exércise caution when dealing In the KWIH Shares.

Dealings in the KWCM Sharas and the KWIH Shates on the Stock Exchange wera suspended at the raquast of KWCM and KWIH reepectivaly from 9:30 a.m. on 7th March, 2005. Applications have bean made by
KWCM and KWIH respactively for resumption In dealings in the KWCM Shares and the KWiH Shares on the Stock Exchange with effect trom 8:30 a.m. on 19th April, 2005.
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At the agreed issue price of HK$B,00 per share, the value ol Considaration
KWCM Shares Is HK$14,724,158,384. The marke! value of the Consideration
KWCM Shares (based on the closing price per KWCM Share of HK$8.50 on
the Last Dealing Dats) iz HK$15,644,418,283.

A, THE ACQUISITION
Summary of the Acqulsiticn

Canton Treasure, a wholly-owned subsidiary of KWCM, agreed on 14th March, 2005 to acquire
the Galaxy Equity Interest. The Purchase Price s to be satisfied by the Issue of 1he Consideration
KWCM Shares and FRNs or, at the sols discretion of KWCM, FRNs and/or In cash. Further details
of the Acquishtion Agreement are set out below. Canton Treasure has no material business,
assets or liabilities save for those under the Acguisition Agreement.

The Consideration KWLM Shares represent about 141.8% of the existing
issued share capital of KWCM and about 58.7% of the anlarged issued share
capital of KWCM Immediately atter Complstion {assuming that \here is no
change in its issued share capital Irom the date of this announcement to
Complation save for the issue of ihe Consideration KWCM Shares at

There are 951,900 Galaxy Shares in issue. Of these, 95,190 {10%) are Galaxy A Shares, which
Completion).

carry full voting rights but only a nagligible economic Interest in Galaxy. Tha remaining 856,710
(90%) of the Galaxy Shares sre Galaxy B Shares, which carry full voling rights and effectively
100% ot the economic Interest in Galaxy, The Acqulsition is only of Galaxy B Shares. Please ses
the subsection headed *Capital struciure of Galaxy' In the section headed *C. Information on
Galaxy" for more intormation on the Gataxy Shares.

KWCM may also finance part or all of the Purchase Frice that i elacts to
settle in cash rather than FRNs through the issus and placing of new KWCM
Shares and It has agreed 1o appoint UBS Invesiment Bank as bookrunner
and placing agent as part of their {inanclal advisory engagement. No placing
agreemant has yet been enterod into and the tIming and terms of such issue
and placing, if any, of new KWCM Shares have yel to be decided. An
appropriale announcement will be made it and when they are decided.

The acquisition of Galaxy by KWCM includes the Concession, all existing and future casinos
operating under 1the Concesslon (othar than those operated under the sub-concession granted to
Venatian Macau, S.A. referred to below) and their businesses and management. Galaxy will be
the entity responsible for the gaming assets and day-to-day operatlons for the casinos including
managing employee payrolls, utilities, government returns and filings, tax liabllities, security,
marketing and promotlon, compliance with relevant laws and regulations, appointment of
promoters and other service providers and sub-contraciers,

The Purchase Price and the Issue price per Consideratlon KWCM Share have
been arrived at after arms' length negotiations among the partiss, by
retarence 1o amongst other things:-

The following diagrams iflustrate the corporate and shareholding structurs (economic Intarests
only, taking no account of 100%-owned ihtermadiate holding companias) of KWIH and KWCM
betore Completion and of KWIH, KWCM and Galaxy immediately after Completion:

. an analysis of comparabla companies, Galaxy's growth prospects and
a report prepared by American Appraisal China Limlied, an
independent valuer, valuing 100% of Galaxy at HK$23,544,000,000
as at 31st Decembar, 2004 on the basis of generally accepied
valugtion mathodologies, being the market approach and income
approach, details of which will be set out on the circular to be issued
to the KWiH Shareholders and the KWCM Sharehoiders. KWCM will

Betore Compietion

- The Lul Pamily i i i
Directors of KWIH Tha Trusis, N acquire 97.9% o! the economiec Interest in Galaxy lor
andior KWEM (ot g‘“:;"‘:d Dr. Lui asd ’;mm’“ﬂ" HK$18,405,198,023, which represenits B80% of the pro-rated
than the Lul Fumily) hia spouic) hls pouse valuation provided by the independent valuar for 100% ot Galaxy,
0.02% 0.46% 58.58% 40.94% . the historical performance of the Galaxy Casino al Wealdo Hotal,
Galaxy's first city club casino, since its opening on 4th July, 2004 up
till 318t January, 2005; and
xwin KWCM Puslic . the avarage closing price per KWCM Share of HK$7.95 for the period
Sharebolders of flve consecutive Irading days from 28th February, 2005 up to and
including the Last Dealing Date.
0.12% 0.17% ‘ 65.74% £91% 7%

The lssue price of HK$8,00 per Conslideraetion KWCM Share represents a
1 discount of about 5.9% to the closing price par KWCM Share of HK$B8.50
quoted on the Stock Exchange on the Last Dealing Date and a premium o!
about 0.6% o the 5 consscutive trading days' average closing prica par
Kwem KWCM Share of HK$7.95 as quoted on the Stock Exchange for tha perlod
irom 28th February, 2005 to the Last Dealing Date.

Under the terms of the Acquisition Agreemant, City Lion (which is whoily
owned by the Principal Trust) has undertaken not to dispose of the
Consideration KWCM Shares to be tecelved by [t for a perlod of slx
months following Complation. (Separately from the Acquisition Agreement,

Atter CQmputlon

- Dr.- Lui, City Lion and the Trusts have agreed to undartake to the Stock
Directors of KWIH ‘x:r‘;’:;:"zﬂ “The Trusts KW Public Exchange not to dispose of any KWCM Shares held by them al Comptetion

ll::‘c‘v:ﬁ?:.:gﬁ;; and his spause) S:caf"xf:d :‘;:::; Shareholders for a period of six months tollowlng Cempletion.}

Now) "
Caonditiens. Completion |s condlitional upon the fultiiment (or waiver, in certain cases as
0.02% 0.48% ]”""’ 0945 precadent: stated below) of the tollowing condltiens precedent:
] [©)] the result of a due diligence review being found satistactory to KWCM
. within 21 days after the date of this announcement;
Fouwre Larder Brightwealth xwin i

{ii) the Acquisition Agreemsant and the transactions contemplaled
thereunder, including the issue and allotmeni ot the Consideration
2.62% 10.38% 0.05% 8.74% I“ 1R%. 39.87% H.18% KWCM Shares, all having bsen approved by resofution ¢f tha

I shareholdars (or such of them as are not required to abslein from
votling by the Siock Exchange or the SFC) of KWCM in generai
meeting taken on a poll;

XWCM .
(iliy the Acquisition Agreement and the transaclions contemplated

thereunder including the issus and allotment ot the Consideration
L‘i”* KWCM Shares all having been approved by resolution of the
sharghelders {or such of them as are nol required t6 abstain from-
vating by the Stock Exchange or the SFC) of KWIH in general
meeling taken on a pol!;

Galaxy

(iv) the Executive having ruled that the transactions contemplated
thereunder and the issuance and allotment by KWCM of the
Coensideration KWCM Shares to the Vendars do not trigger eny
obligation on the part of any of the Vendors {and any of the parties
considerad to be acting In concert with any of the Voendors wlithin the
meaning of the Takeovers Code) to make a genera! ofler for all the
shares of KWCM or if such an obligation will arlse, the same having
been waived or (it applicable) an appropriate waiver having been
granted;

Note: Includes Recurrent Profits and Natfinity which are 100% ownad, respactively, by Francis Lui and Lewrance
Lul.

The Acquisiticn Agreement
Set out below is a summary ot the principal terms of the Acquisilion Agreement:

Date: 14th March, 2005 (amended on 1st April, 2005)

Parties to the 1, {a) The Family Companies consisting of City Licn (100% owned by {v} listing of and permission to deal in the Consideration KWCM Shares
Acquisition 1he Principal Trust), Netfinity (100% owned by Mr. Lawrence Lui) and having been granted by the Stock Exchange and not having been
Agreemant: Reacurrent Profits (100% owned by Mr. Francis Lul}, snd (b) the revoked and the Stock Exchange net having indicatzd that It will

Subjact matter of
purchase:

Consideration:

Minority Vendors consisling ot Brightwealth (100% owned by Guoco
Group Limited, a company listed on the Stock Exchange) and Future
Leader (100% ownad by Mr. Padrc Ho), {the Minorlly Vendors baing
Independent Third Parties save as disclosed in this announcemant) as
Vendors — sae saction M *“Information on the Vendors™;

i)

revoke or suspend the fisting ot KWCM Shares on the Stock
Exchange by reason of Completion;

all consents ot approvals of any relevant governmenial authorities or
other relevant regulaiory bodles in Mong Kong and Macau which are
necessary for the entering into and implementation of the Acquisiien

2. Canton Treasure, a wholly-owned subsidiary of KWCM, as purchaser; Agreement inciuding but noi limited 1o the consem to the change of
and awnership ot Galaxy of the Cabinete do Secretdric para a Economia e
Flnancas (or, in English the Office of the Secretary tor Economy and

3. KWCM, as guarantor of the obligations of the purchaser. Finance) of the Macau government dated 17th January, 2005 as

Al the date of this announcement, KWIH, the Trusts, Dr. Lui and his spouse
hold a total ot 943,156,170 KWCM Shares, representing about 72.71% of the
voting rights in KWCM.

Canton Treasure agreed conditionally 1o acquire the Galaxy Equity Interast at
the Purchase Price. The Galaxy Equity interest, which is a 97.9% economic
interest in Galaxy, carrying 88.1% of the voting power in Galaxy, is currently
held by Family Companles and the Minorily Vendors. i is constituted by
838,719 Galaxy B Shares, Further information about Galaxy and the
breakdown of the consideration is set out below.

The Purchase Price ts HK$18,405,198,023, which will be satistied (i) as to
about 80% by (he allotmeni and issue of 1,840,519,798 Consideration KWCM
Shares to the Vendors credited as fully paid at HK$8.00 per KWCM Share
and (i) as to about 20%, by the issue to the Vendors ot HK$3,681,039,603
principal amount of FANs or, at the sole dlscretion of KWCM, by FANs and/
or cash. Further details are set out below.

(vii)

{viity

(ix)

amended and supplemented by a lettar cdated 31st January, 2005 in
response to a lettar from Galaxy dated 12th January, 2005 having
been obtained and not having been revoked;

the holdars of the KWIM Bonds having duly passed an appropriate
rasolution waiving, or otherwlse ralaxing, compliance with condition
11(xi) of the KWIH Bonds (Note), 1o the satistaction of KWCM;

the Vendors delivering to KWCM an opinion addressed to KWCM by a
firm of lawyers gualified to advise on Macau law, in a pre-agreed
form; and

KWCM being satistiad that neither the entry into nor the parformance
of the Acquisition Agreement will result in the materia)l breach of
termination ot the Concession or any other material right ot Galexy or
any material agreament to which Gataxy Is a parly or by which it is
bound.
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- The condition precedant referred to In (iv) has already been satlsfied. Save
for the conditions precedant referred to in (l), (vii}, (viil} or (Ix) above, none of
the conditlons precadent is capable ol baing waived unilaterally by Cantan
Treasure.

It any of the conditions pracedant has not baen fulfliled by 31st May, 2005
(or such later dats as may be agreed In writing) then KWCM may, subject to
the right of KWCM 1o waive canditions precedent (i), {vii), (vil} or {ix),
theraafter at its option (but without prejudice to any other right or remedy it
mey have), by notice 1o the other parties thareto slect to terminate the
Acquisition Agreement, in which event the Acquisition Agreemant will be of
no further effect, the rights and obligations of the partiss under the
Acquisition Agreemant wlll lapse, and the parties thereto wlll be released
from such obligations without any liabltity. If the condition precedent referred
to in (Ix) abova is not satisfisd it will not be walved unless KWCM is satlsfied
that waiver Is In the interests of KWCM. If any of the conditions precedant is
walvad or has not besn fulfiled by 31st May, 2005 then an appropriate
announcement will be made at the time.

Note: Condition 11(x]) of the KWIH Bonds states thet i shall be an avent of detault If at
least 30% of the Issued share capilal of KWCM ceases (o be owned, direcily or
Indiractly, by KWIH (save for ina purposes of or pursuant to and foliowed by &
consalldation, amalgamation, merger or raorganisation involving KWIH the terms of
which shall have been praviously approved by the trustee to the KWiH Bands or by
8n extraprdinary rasolution af the holgers of the KWIN Bonds), Pursuant to the
conditions of the KWIH Bonds, should there ba an avent of delauit of the tarms of
Ihe KWIK 8onds, the 1iusiee to the KWIH Bonds may, and il so requestad by the
holders of not less than 25% in principal emount of the KWIH Bonds then
ouistanding or il so directed by an Extraorginary Resolution {a& detlned in the
conditions of lhe XWIH Bonds) shall {subject to lta righte under the underlying trust
dead 10 be Indemnltied), give notice to K, Wah Internatienal Finance Limited (which
was the igsuer of tha KWiH Bonds) that the KWir Bonds shall become immudiataly
dus and repayable a! the Eatly Rademption Amount (dafined under tha conditions
oF the KWk Bonds 1o mean -an amount of principal that would result in an annuat
yleld on tha KWIH Bonds purchasad on the date of tha original issue of the KWIH
Bonads, at fts principal amount, of -1,25% per annum through to the radsmption
date, caiculatad on & semi-ennual bond squivelent basis using & 355-day year}

The Acquisition Agreement provides that Complation will take place an the
third business day next lollowing the day on which the last unfulfilled
condition precedant is satisfied or walved.

Completion:

Supplemental Agreement

On 28th March, 2005, Hugo Legend, which was ans of the parties to the Acgulsition Agresment
entered inta an agreement 1o sell ts antire equity intarest In Galaxy to Future Leader. The sols
beneticial owner of Futura Leadar is Mr. Pedro Ho. On 30th March, 2005, Mr. Pedro Ho entered
into an agreemaent 10 sall his antire interest in Huge Legend to Honour Link Group Limited and this
sale was completed an 12th April, 2005, The sole beneficial owner of Honour Link Group Limited
Is Mr. Suen Suk Hing who is an Independent Third Party.

As a fresult, Hugo Legend, a party to the Acquisition Agreement, and the other parties to the
Acquisition Agreement signed a conditional Supplemental Agreement on 1st April, 2005 pursuant
to which it was notsd that Hugo Legend had agreed 10 sell to Future Leader all Galaxy 8 Shares it
praviously held as ail the date the Acquisition Agreamenl was first signed. At ths date of the
Supplemental Agresmant, Mr. Pedro Ho owned 100% of Hugo Legend and 100% of Future
Leader,

Upon completion of the transtar of Galaxy B Shares fo Future Leader which is expected to lake
piace shortly, the Supplemental Agreement will become affective. Hugo Legend will al that time be
relaased trom its obligations under the Acquisition Agreement and ceased to be a parly o the
Acquisition Agreement. The lransfer of the aloresaid Galaxy 8 Shares is subject to Macau
governmentat approval, which is expacted 10 be obtained shortly. Futura Leader will sell all af its
Galaxy B Shares (including those 1o be transferred to it by Hugo Legend) to Canton Treasure on
the terms of the Acquisition Agreement.

Information below in this announcement has been presented on the basis that the Supplemental
Agreement has become etlective,

The iable below shows the percentage of the Galaxy Equity Interast to be sold by each Vaendor
and the consideration receivable by il under the Acqguisition Agreement:

% of Galaxy ~Conaideration

Name of Vendor Equlty interest KWCM Shares Cash or FRNs

(HKS$)
City Lion £83.05 1,160,448,206 2,320,898,413
Netfinity 7.00 161,068,521
Recurrant Prolits 5.11 111,128,039 50,906,654
Brightwealth 17.68 325,615,622 651,231,245
Future Leader 7.15 82,250,410 658,003,291
Tota! 100 1,840,519,788 3,6B1,039,603

THE FRNS

Assuming KWCM does not pay fully in cash thatl part of the Purchass Price which it has the
discretion 1o _pay by issue of FRNs and/or in cash, the FRNs will bs issued by KWCM on
Completion. They will not ba convertible. Thay will contain terms to the affect of those set out
below,

Principal amaunt: up to HK$3,681,039,603

Repayment: The final date of repayment Is 13 months after the date of issue of the
FRNs unless praviously redesmed.
Status: The obligations under the FANs wili constitute general, unsecured

obligations of KWCM and rank equally amang themselves and parf passy
with all ather present and future unsecured and unsuboardinated
obligations of KWCM.

Transtarability: The FRNs may be transferred with the consent of KWCHM.

fnterast: 15t month 0% p.a.
2ng-4th month 6% p.a.
5th~7th month 7% p.a.
Bth-10th month B% p.a.
1 tth=13th month 8% p.a.

Interest accrued will be payable in arrears on the tast day of each
monthly Interast period. No dividends may be declared by KWCM as long
as the FRNs are outstanding.

KWCM may redeem the FRNs.at face value plus interest accrued and
unpaid at any time on giving 3 business days' irfgvocable prior written
notice.

Redemption:

KWCM will be obliged to redeem the FRNs trom the net proceeds af any
squity related fund raising exercisa.

Voting: Holders of the FRNs will not be entitled to rsceive notices of, attend ar
vote at ahy meetings (axcept {or creditor's meetings of KWCM) by reason
only af baing holders of the FRNs.

Listing: No listing of the FRNs will be sought on the Stock Exchange or any other
stock exchange.
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It has separataly been agreed that at Complation, arrangsments will be put in place tor
HK$50,000,000 (in cash and FRNs depending on the proportion of cash and FRNs paid to the
Family Companies) of the Purchase Price and 750,000,000 of the Consldaratlon KWCM Shares to
be placed in an account by the Family Ci fgs wlth an Ind Third Party from which
they cannol be withdrawn without the consent of KWCM until after the end ol the 15-month period
in which Canton Treasure can make warranty claims {which are limited to a maximum aggregate
of HK$3.8 bittion) under the Acquisition Agreement.

Immediately after Completion KWCM will no longer be a subsidiary of KWIH and the transaction
will be a deemed very substantial disposat for KWIH under the Listing Rules. The principal asset
and business of KWCM will be that of Galaxy but it will also retain its existing construction
materials business. KWCM will give details of lis future plans with respect to its existing
construction materiala business in the circular to bs sent 10 the KWIH Shareholders and the
KWCM Shareholders In ralation to, amongst other things, detalls of the Acquisition. An analysis of
the sharsholding structure of KWCM immedlately balore and after Completion is set out In the
section headed “E. Changes to the shareholding in KWCM as a rasult of the Acguisition” below.

Application wili be made 1o the Stock Exchange for the listing af and permission to deal in the
Consideration KWCM Shares.

INFORMATION ON GALAXY
Overview

Galexy was incorporated In Macau with limhed liabllity on 30th November, 2001 under reglsiration
number 15066. I holds one of only three gaming concessions awardad by the Macau gavarnment
to operate casinos in Macau and currently operates its first city club casino, the Galaxy Casino at
Waido Hotel, which Is a ctasino with an emphasis on the Macau VIP gaming market. The VIP
market at present accounts for the majority of gaming turnover in Macau. Galaxy Is also
conslructing Galaxy SlarWorld and plans to dsvelop three turther casino projecis |n Macau —
Galaxy Cotai Mega Resort, and its second and third city club casines, namsly the Galaxy Casino
at Cotai Chy Club and Galaxy Casino at Rio Hotel.

Apart from gaming facilities, Galaxy wlil inlegrate non-gaming amanities and services such as
tood and beverags, leisure, entertalnment and shopping oullsts into his hotsl and resort properties
thus making them attractive destinations far lourists of ail kinds — gaming and noa-gaming — to
Macau,

Sharsholders of Galaxy

At the date of the Acqulsition Agreement, the Galaxy B Shares were held by the Family
Companies as to 73.58%, Hugo Legend 2.0%, Minority Vendors: 22.32% and Weaith Accass
2.1%. As menlioned above, Hugo l.egend subsequently sold Its entire holding of Galaxy B Shares
to Future Leader and they form part of tha Galaxy B Shares to be acqulred by KWCM.

Immediately atter Complstion, the Galaxy B Shares will be heid by KWCM (through Canton
Traasure) and Wealth Access as to 87.9% and 2.1% respsctively.

Wealth Accass |s beneficially owned by Mr. Yaung Chi Hang and Mr. Cheng Kwee, Weatth
Access, Mr. Yeung Chl Hang and Mr. Cheng Kwee are each Indepandent Third Parties of KWIH,
KWCM (and, so far as KWCM and KWIH know, independent of Galaxy and of connected pessons
of Galaxy) and Ihaeir connected persans. Information on the Famity Companies and the Minority
Vendors is set out in the sections below headed *M. Information on 1he Vendors® and "N, Family
Companies®, raspeciivaly.

Overview of Macau’s gaming market

Macau Is the only lepalised gaming destination in China. In 1862, the Poriuguese Government of
Macau awarded an exclusive casino gaming licence to Sociededs de Turlsmo e Diversces de
Macao ("STDM"), e Macau company contrelled by Dr, Stanley Ho.

In December 2001, the Macau government decided to bring an end to STOM’s monopely of the
gaming Industry and to llberafise faws and regulations applicable to gaming activities. in 2002,
gaming concessions were granted to thres concesslonaires alter tandering. The three operalors
are (Ij SJM whoss concession Is valid untii March 2020, (iij Wynn Resorts (Macauj, S.A. whosa
concession Is valld untii June 2022, and {lii) Qataxy whose concesslion Is valid until June 2022.
Pursuant ta the terms of the C i d on 15th O . 2002

Galaxy and the Macau governmsnt, Galaxy graniad a sub-concession in Decembar 2002 to
Venetian Macau, S.A.

In 2004, Macau was the world's second largest gaming markel, behind the Las Vegas Strip. In
2004, Macau recorded US$5.0 billion (approximately HK$39 bittion) in total gaming revenue {from
games of fortune), an Increase of 44% from 2003, as illustrated betow According to the Macau
DICJ, approximately 72% of the total gaming revenue {lrom games of tortune) wers generated
from VIP baccaral table games in 2004,

2001 .2002 2003 2004
Garming Gaming Growth Gaming Growth Gaming Growth
revenue revanue rata revenug rate ravenue rate
Location (bn) (bn) (%) {bn) (%) (bn) (%)
Las Vegas Strip US$4.70 US$4.65 °  (1.1)  US$4.76 2.4  US$5.33 12.9
(approx. (approx. {approx. {approx.
HK$36.7)  HK$36.3) HK$37.2) HK$41.6)
Atlantic Glty US$4.30 US54.38 1.9 US$4.48 25  USssd.e 7.1
{approx. {approx. (approx. (approx.
HK$33.8) HK$34.2) HK$35.0) HK$37.8)
Macau uss2.25 Uss2.68 18.0 Ussa. 47 28.3 Us$5.00 44.3
{approx. {approx. (approx. (approx.
HKE17.6)  HKS$20.9) HK$27.1) HK$38.0)

Sources: Novave Gaming Conirol Board, New Jarsey Casino Control Commlasion, Macau DICJ

According to the Macau Statistics and Census Service, total gaming ravenue (irom games of
fortung) for the first two months of 2005 was US$831 million (approximaiely HK$6.5 billion), This
compares with US$947 million (approximately MK$7.4 bllllon) and US$753 miliion (approximately
HK$5.9 biflion} for the same period in Las Vegas Stip and Atlantic City, raspectivety,

Qne commaon measure of business performance in casinos is the "daily win per table”, which
gaupes how much a casino makes from each table, be it through baccarat, blackjack, rouleite or
other games. In Las Vegas Strip and Atlantic City, the average daily win per table in 2004 were
both arounc US32,400 (epproximately HK$18,72D) (accorging to the Naevads Gaming Control’
Board and New Jersey Casino Control Commission). In Macau, the daily average was more than
US$18,000 (approximately HK$140,400) in 2004 (according to the Macau DICJ).

Tourlsts traveliing to Macau generally come from nearby Asian countries and reglons, such as
Maintand China, Hong Kong, Taiwan, South Korea and Japan, The KWCM Beard agrees with
Galaxy's befiet thal Macau Is located amidst ocne of the world's largast pools of potential 1ourists.
Macau is today one of the targest and fastest growing gaming markets in the worid. Macau has
the advantage of sharing a border with Mainland China's Guangdong province, which has
approximately 100 million rasidents and is one of the most populous and prosperous reglons ot
Mainland China. Approximately 16.7 milllon visitors arrived in Macau durlng 2004, an increese of
approximately 40% {rom 2003, according to the Macau Statistics and Census Service. Of the 16.7
millon visttors that arrived in Macau in 2004, more than 57% came fram Mainland China and over
30% from Hong Kong. .

At the and of February 2008, in addition 1o 3 slot ¢clubs oparated by SJM, there were 17 casinos in
Macau, SJM currently operates 15 of the faclilies. Galaxy Casino at Waldo Hotel, the ftirst of
Galaxy's city club casines, commencad operations in July 2004, Another operator currently
operates the Sands Macau, which commencad cperation in May 2004,
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Galaxy's Strategy

Galaxy's goal is {0 provide high quelity gaming and non-gaming leisure entertainment facifitles to
tourists In Macau. In order to achieve thls goal, Galaxy adopts, ameng othars, the following
strategies:

Establish Gafaxy as a lsading operstor of integrated leisure entertainment lacilltles in
Macav. Galaxy intends to integrate gaming tacilities and non-gaming esmenities and services
such as fine dining, quality leisure and entertainment, and high-end shopping outlets into its
Luxury hotel and resort properiies, thereby making these proparties attractive destinations for VIP
playars, mass-market players and non-gaming lourists lo Macau, This strategy wili be
tmplamentead in relation to Galaxy StarWorld and Galaxy Cotai Mega Resort.

Consolidate and axpand Galaxy's presence in Macau's VIP player market. Galaxy StarWorld will
have approximately 60 tables dedicated to VIP players. Galaxy Casinc at Waldo Hote! currently
oparales 43 tables dedicated to VIP gaming players. Tha second and third city club casinos will
also offer VIP play

Estabtish .a competitive position in Mecau's mass gaming market, The KWCM Board shares
Galaxy's bafiet that higher margin, mass-market table and sfot machine play wili account for a
larger share of Macau's gaming market as the overall market expands and mora facilitiss are built
to complement and satisty growth in demand. Galaxy Casino at Waldo Hotel is currently operating
20 tables for the mass-market playars. Undaer its ‘one-stop-at-Galaxy' theme, Galaxy StarWorld
and Galaxy Cotai Mage FRasort will have gaming facilities dasigned to appea!l to mass-market
players.

Establish the "Galaxy' brand. Galaxy aims lo develop properlies and amenities that have a
unique character and appeal to players and tourists from Maintand China and other countries from
nearby regions. The ‘Galaxy" brand will differentiate the Galaxy propertles from other Macau
gaming resarts and facillties. Galaxy befieves that, through Galaxy Casino at Waldo Hoiel, it has
already created a strong platform for growth and expansion by establishing a premium brand,
creating a track record of rafiable operations, and acquiring a signiticant presence in Macau’'s VIP
gaming market.

Expand marketing activities. The Gelaxy management and the KWCM Board belleve 1hal there Is
signiticant potential for growth in {he tourism, lelsure and entertainment business in Macau.
Galaxy plans to stimulate demand in order lo maximiss the potential from tourists to Macau with
promotions, regional laison offices, market ressarch, customer database mining, advertising,
loyally programmas; and other markeling inltiatives.

Attract and retain high-quality employees. Galaxy has already assembled a core team of
qualified and well-trained staft, including high-quality protessionals from abroad. Galaxy provides
extensive training and seaks to keep Its expanding pocl of casino staff up-to-date with the latest
Industry infarmation and technology.

Galaxy's Business

Qalaxy has commenced the development of its StarWorld project at Lote 3(A2/l) of NAPE,
Avenida da Amizade, Macau and its Cotai Mega Resort project at a plot in the *Cotai” area which
is identified but not yel named. These projects form the core of Galaxy's Investment obligations
under the Concession. The Galaxy StarWorld and the'Galaxy Cotai Mega Resort properties are
high quality leisure entartainment and hotal/resort facilitles, which Galaxy intends 1o bulld, own,
and operats under its own brand. Both projects seek to offer comprehensive gaming as well as
non-gaming amenities tor gaming and non-gaming tourists to Macau.

Alongside these integrated leisura and entertainment projects Is Galaxy's city. club casinos chain,
which offers sophisticated gaming facliittes with emphasis on VIP gaming. Galaxy has_already
commenced business at its first city club casing, the Gaiaxy Casino at Waldo Hotel at Zona de
Atterros do Porto Exterra (“ZAPE"), Lot 6J, Av. Da Amizade, Macau. Galaxy Intends to open two
more city club casincs, namely, the Gelaxy Casino at Cotal Clty Club at the Cotai reclamation and
Galaxy Casine at Rio Holel at Quarieirdo 9 Lots C & D at Zana de Aterros do Porto Exterior,
Macau, and is constanily evaluating other gaming sites and opportunities on a project merlts
basis.

Galaxy StarWorld

Galaxy is constructing, and will ewn and operate under Its own brand, the Galaxy StarWorld,
which 18 a 95,000 square metrg gross Hoor area, 33-storey hote! and casino resert in Macau's
ceniral business and tourism dlistrict. Scheduied to open in mid 2006, Galaxy StarWorld Is
designed to house approximately 560 modules comprising standard hotel rooms and suiles
tincluding & presidential suite), plus food and beverags outiats, entertainment outlets and shops.
Along the theme of 'one-stop at Galaxy, hotel and casino guests can enjoy dining, lelsure,
shopping or entertainment facilities all within the same complex.

The casino Is configured to include an approximately 26,000 square’ metres gaming facility with
200 1able games and 300 slot machines. The casino is designed to consist of two levels of gaming
halls and tive Hoors housing 15 VIP gaming rooms. The two main gaming halls are designed to
cater 10 mass-markal players with 140 table games supplemsnted by slot machines. The 15
dedicated VIP rooms are designed. io house 60 baccarat tables,

Galaxy currently owns a land concession for 2,811 square metrss for Galaxy StarWorld, Galaxy
has commenced negotiations for a grant by the Macau government to use a garden Iot of an
edditional srea ol 3,948 square metces In front of the existing lot tor & portion of Galaxy
StarWorld. Galaxy wliil still enjoy title to and possession of the orlginal (2,911 square matras) fot
even if ts application for the grant of the garden lot is not successtul.

The Galaxy StarWorld's existing land concession, which axpires In 2028 but Is renewable, grants
Galaxy exclusive use of the land, for hotel and commercial use, Apart from the premium for the
existing land concession in the sum of -MOP200,000,000.00 (approximately HK$184,174,757)
whi¢h has been fully pald by Galaxy, Galaxy is also required 1o pay a small rent In the sum of
MOPB7,480 (approximately HK$84,932) per year during the tarm of the land concession. The rent
may be revised every five years by the Macau governmant In accordance wlth Macau laws.

Galaxy is in the process of seeking to madily the land grant far Qalaxy StarWorld to include this
garden lot and to 1ransfer to Galaxy the lease from Investimento Hoteleiros Majesty
¢internaclonal) Lda., a wholly-owned subsidiary ot Galaxy. Although nagotiations with the Macau
government have commenced, they have not yet concluded and Galaxy has not yet secured rights
to the enlire proposed 6,859 square metres site for Galaxy StarWorld through tha new land
concession agreement.

Construction of Galaxy StarWortd is currently on schedule and wlilthin budget.
Galaxy Cotai Mega Resort

Gataxy will build, own and operats Galaxy Cotal Mega Reésort, which will become Galaxy’'s
flagship resort casino in Macau. The Galaxy Cotai Mega Resart will cater for both the VIP and
mass player markets. In Cotai, an area of over 442,000 square metres of land has been
earmarked by the Macau governmant tar the Galaxy Cotal Mega Resort project and Galaxy is in
the process of negotiating the lease of the land concession for the site. Galaxy has submitted to
the Macau government a development plan for a gross fioor area of approximately 1,000,000
square metres in Cotai.

Galaxy Cotal Maga Resont will be designed to eventually ofter approximately 6,300 hote! rooms
and suiles in several hotels with four themed caslnos providing an addllional 41,000 square
metres of gaming facllities.

The KWCM Board expects Galaxy Cotal Mega Resort to be completed In several phases. Phase |,
which is designed 1o include two defuxe hotels and one themad casino, is scheduled 1o cpen in
2008. The deluxe hotels are expected to contain approximately 2,000 rooms. The themed casino,
which Is planned 1o have approximately 28,800 square metres of gaming tacillties, will be the
Phase 1 maln casine in Galaxy Colai Mega Resort. The facillties include approximately 300 non-
VIP table games, approximately 48 VIP table games In 12 dedicated VIP rooms and approximately
1,000 siot machines. The remaining phases of Galaxy Cotai Mega Rescrt will be completed at
tuture dates yei to be determined and which will depend upon markat cenditions and demand.
Neverthaless, the plan is to complete all site formation work and &s much foundatlon work as
possible at an early siagse.
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The commencement of building werks for Galaxy Cotai Mega Resort is dapandent upon Issuance
of governmantal approval for the Cotai development pian, which is expacled within approximately
9 months. Galaxy has begun slte tormation works on the Galaxy Cotai Mega Resort site. Galaxy
management expects to complete Phase 1 site tormation works by the end o! 2005 Galaxy
commenced works at Its Cotai Mega Resorts site on the strength of approvai by the Macau
government of the building plans it submitted. In the building plans submitted, the Cotai Mega
Resorts site has bean clearly demarcated. Based on such building plans and other planning and
construction-related intormation submitted, the Macau government approved Galaxy 10 arect site
hoarding and commence site formation and drainage works al the Galaxy Cotai Mega Resort site.
It is understood that it Is neither a practice, nor a requirement under law, that Galaxy must first
obtain the land concesslon befora commencing works.

The City Club Casinos Chaln

Galaxy Casino at Waldo Hotel, Galaxy's first clty club casino in Macau, i3 aimed at the VIP
gaming market. Galaxy will be adding two more city club casinos, which will be markated in
schemes 1allored to the specilic needs of the VIP gaming markets. City club casinos are located,
under lease, on purpose-buill and flited out premises. Galaxy locaies its clty club casinos at hotet
blocks such that its gaming customers are well served by food and beverage, standard or an suite
accommodation and other hotel amanitles and services.

The First City Club Casino — Galaxy Casino at Waldo Hotel

Galaxy Casino at Waldo Hotel opened for business on 4th July, 2004. Gataxy Casino at Waldo
Motet is located in a specially returblshed commercial space within the Waldo Hote! rented by
Galaxy. Mr, Yeung Chi Hang and Mr. Cheng Kwee, through Wealth Access, ultimately and
beneficially own Waldo Hotel. Galaxy Caslno at Waldo Hotel is within a shori distance from
Macau’s main ferry 1erminal and helipad, and ie located on one of Macau's main thoroughtares.
Galaxy Casino at Waldo Hote! otters approximately 3,500 square melres of gaming spaca on five
fioors, which inciude 63 table games (baccarat, blackjack, Caribbean Stud, sic bo and roulatte)
and 74 slot machines. Galaxy Caslno at Waldo Hotel offers 20 gaming tables on its maln gaming
fioor and 43 baccarat tables in nine semi-private gaming rooms dedicated to VIP play. For the slx
monthe of operations between July 2004 and Decamber 2004, based on Information published by
the Macau DICJ, Galaxy Casino at Waldo Hotel achieved a market share of around 14% of net
gaming wins with less than 6% of total gaming fables in operation in Macau.

Galaxy Casino at Waido Hotel rents its gaming floors from the Waldo Hotel under a two-year
lease commencing ffom 1st January, 2004, with an option for Galaxy to extend tor another 3
years from 1st January, 2006. The monthly rental s HK$2,500,000. The fessar Is Waldo Realty
Limited and Waldo Hotels Limited. Both Waldo Realty Limited and Waldo Hotels Limited are
ultimatsly bensficially owned by Mr. Yeung Chi Hang and Mr. Cheng Kwee, each of whom ia an
independent Third Party.

A substantial majerity of net gaming win a1l Galaxy Casino ai Waldo Hotel is contributed by VIP
gaming and its customer base at present Is predominantly VIP playars, for whom the gams of
choice is baccarat. Galaxy Casino at Waldo Hotel's VIP rooms are equipped only with baccarat
tables, and at present 54 of the 63 table games et Galaxy Casino at Waldo Hotel are baccearat
tabtes. This ratio bs consistent with table distribution generally in the Macau market. On 4th July,
2004, Galaxy entered [nto an agreement which is for a term equal to the llle of the Concasgsion
with Hugo Legend (the ultimate baeneticial owner of which is Suan Suk Ming, an Independont Third
Party who acqulred It fram Mr, Pedro Ho on 12ih April, 2005) and Waealth Accass (the ultimate
baneticiat owners of which are Mr. Yeung Chi Hang and Mr. Cheng Kwee, each of whom Is an
Indepandent Third Party end, so tar as KWCM and KWIH know, Is independent of Galaxy and of
connected parsons of Galaxy) who have undariaken to provide a steady fiow of customers for
Galaxy Cesino at Waldo Hotel and who are well-experienced In this market. (n return, thair
entitlerments will be determined by reference 1o various rates on net gaming wins of the Galaxy
Casinc al Waldo Hotel. .

The Sacond City Club Casino — the Galaxy Casino at Cotai Cliy Ciub

The Galaxy Casino at Cotal City Club Is situated within close vicinlty to Galaxy Cotal Mega
Resort, and will offer additional gaming facfliities to complement the Galaxy Cotal Mega Rescrt.
The Galaxy Casino at Cotai City Club will have approximately 14,000 square metres of gaming
space, 146 table games, including 46 table games located in 12 dedicated VIP rooms, and 200
slot machines. it is expected to open in the fitst quarter of 2006. Companhia Greai China Limitada
Is the owner of the land and the hatel building where Galaxy Castno al Cotal Cily Ciub s sltuated.
Galaxy will take a Isase from Companhia Groat China Limltada for its Galaxy Cesino at Cotal City
Club and will at the relevant time comply with any applicable Listing Rules. Monthly rental for
Galaxy Casino at Cotal Clty Club is to be negotiated but will not be less than HK$6,000,000 for
the first 3 years of the lease term. Galaxy has &n indirect Interest of 10% in Companhla Great
China Limitada. The rest of the aquity interest in Companhla Graat China Limitada is owned by
Mr. Cheng Kwee and Mr. Yeung Chi Hang, each of whom is an Independent Third Party

On 24th September, 2004 Galaxy signed an agreement with Hugo Lagand and Wise Gain, which
have underiaken to provide a steady flow of customers for Galaxy Casino at Cetai City Club. This
agreement lasts tor the life of the Concession. In return, their entitlement will be detesmined by
refarence to varlous rates on the prolits of Galaxy Casino at Cotai City Club. Galaxy has a
minerity inlerest of 10% in Wisa Galn and the balance is owned by Mr. Yeung Chi Hang and Mr.
Cheng Kwee, sach of whom is also an Independent Thirg Party.

The Third City Club Casino — the Galaxy Casino at Rio Hotel

Qalaxy Casino et Rio Hotel will have 80 maas tables, 5 VIP rooms with 20 tables and 150 stot
machines. It wili be situated al Quartelrdo 9 Lots C & D at Zona de Aterros do Porto Extarior,
Macau and will comprise approximately 70,000 sq. ft. for the purposes o! operating a casino.
Currently, the hatel building at which the proposed casino pramises will be situated is being
renovated. Subject 1o the necessary government approval having been obtained, Galaxy will take
a tease after the renovatlon Is compietad and KWCM will at tha relevant time comply with any
applicable Listing Rules. On pletion of such r 18 the buliding wlll be cenvertsd into a
4-star hotel. Renavatlon completion is expecied to be bsfore June 2006, and tha casino is
expected to commence business in the first quarter of 2006. The registered owner of the Rio
Hote! bullding is STDM and Galaxy understands thal Seng Fok Holdings Lid wili have a right to
grani teases over the hotel. STOM is an Independent Third Party. Mr. Lui Keung Kwong and Siu
Tak Hung are the beneticial owners of Seng Fok Holdings Lid and each of whom is an
independent Third Party. Rio Entertainment Limited (Mpmga#m4 ) Is uitimatsly beneficially
owned by Mr. Lul Keung Kwong and Mr. Siu Tek Hung sech of whom is an iIndependent Third
Party. On 8th September, 2004 Galaxy signed an agreement with Rio Entertainment Limited and
Seng Fok Holdings Lid. This agreemeni lasts for the life of the Concession. Under It Ric
Entsrtainment Limited has undartaken to provide a steady tlow of customers to tha Galaxy Casino
at Rio Hotel. In return its entitlement will be determined by reference to net gaming wins.

Further information relating to Galaxy's lite-of-Concession agreements will ba set out in the
circular o be Issued to the KWIH Shareholders and the KWCM Shareholders,

Estimated Capltal Expend!ture tor Fulure Projects

Galaxy's capitel expendlture budgel (excluding finance costs) tor Gataxy StarWorld, Galaxy Cotai
Mega Resort, Galaxy Casino at Waldo Hote!, Galaxy Casino at Cotal City Club, Galaxy Casino at
Rio Hotsl and Galaxy's corporata office are as set out below:

tneurrad up
ta 31/12/2004 2005-2008 Total
(HK$ million) (HKS$ millicn) (HK$ million)

Galaxy StarWorld 37 1,514 1,831
Galaxy Colai Mepa Reson {Phase 1)- 13 4,072 4,085
Othars (Galaxy Casino at Waldo Hote!, Galaxy

Casino at Cotal City Club, Galaxy Casino at Rio

Hotel and Corporate office) 49 157 206

At 31st December, 2004, capital expenditure excluding finance cosis on Galaxy StarWorld
amounted to HK$317 million. The construction and development costs of the remaining phases of
Galaxy Cotal Mega Resort are not included in tha above figures as these rematning phases are
not yet finalised and may be changed to adapt to changing markeat conditions and demand.
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“The financing of the remalning cost of Galaxy StarWorld and the development costs of Galaxy

Cofai Mega Rescrt and Gafaxy Casino at Cotai City Club (s expected (o be rafsed through a

combination of debt financing, equity financing and internal cashflows. Development of these

projects s sublect to development end constructlon risks and there Is no essurance that the

pro;ecxa wnl ba comp!e(ed on schedule or within budget or that Galaxy can ralse sufficient
9 lo the prajscts.

Marketing
ViP market

Qne leature of Galaxy's city club casinos is fheir speclailsation in VIP gaming. VIP play is
typically conducted In semi-private rooms and involves considerably higher stake wagers than
those on the main gaming floar.

Galaxy's VIP players are solicitad by promoters whe make arrangements for the players to come
16 Macau, play in the casing, and enjoy various tacitities and around-the-clock services both inside
and outsida the casino while thay are in Macau. Galaxy pays commissions to its promolers on the
basis of the amount of non-nsgotlable chips bought by the promoter. Other Macau caslnos
forusing on VIP players are also pvscﬁcing simllar arrangemants with promoters.

These promoters are raquired to be' registered under the "35° do Regulamento Administrativo n*
6/2002 — Licensing of Junkel Promotars® of the Macau Gaming Inspectlon and Coordination
Bureaw, which came into torce in July 2003. Under the transition arrangements intreduced with the
ficenging regulalions, promatars then operating in Macau wera parmiited to continue business
untit the first batch of ragistration applications was considered. Galaxy presently has three
promotars working at its VIP rooms. Applications have been submitted 10 the Macau governmeni
for registrations of its thrae promoters and as well as for other potlential promotars,

The reglsiration process for those applications has not yet been completed by the Macau DICJ.
Galaxy will require all the promatars who work at its casinos 1o be duly registered in compliance
with Macau laws and the terms of the Concession. Galaxy will replace those promoters who fail to
win registratlon, thraugh new recruitmsnt.

Mass marka!

Gafaxy believes thal one of the faciers criticel 1o success in the mass gaming market Is the
offering of the right amenilies and services o general customers, who ara generally not
predominantly gaming-focused. in order to meet the expectanuns and satisfy the demand of this
cuslomer sagment, a carefully-designed and pricsd mix of gaming facilities as well as appropriate
hotel/resort ace dation and leisure ili are important. Galaxy is aiming to appeal to this
sactor of the market by oflaring signature entertainment amenities and distinctlve food/beverage
and dinning services at Galaxy StarWorld and Gealaxy Cotai Mega Resort. Other marketing
siretegies include introducing and perlodically renewing popular games as well as offering
competitively priced travel packages and seasonal/testive promotions,

Employees

At 31st December, 2004, Galaxy had 1,250 full time employess, of which 1,180 were employed at
Galaxy Casino at Waido Hotel, Includmg 500 denlers. Galaxy Casino at Wa!do Hotel cpera\ss for
24 hours a day on thrag eight-thour shilfts.

Taxatlon,

Under the Concession, Galaxy is subject 1o certain taxes including special gaming taxes ot 35%,
and levies at 1.6% f{or promoting education and charity and 2.4% lor, urban construclion and
tourism -promotian, Galaxy has received an exemption from. Macau's corporate income lgx.on
profits fram ongoing operations for the five-year period ending 31st December, 2008,

The Concesslon

A public tender was conducted o grant three concassions 1a operats ‘casino games of chance or
pemes of other forms* in Macau. One of three concessions e operate casino games of chance
was granted to Galaxy in June 2002, Under the Concession, as supplementad, Galaxy is obliged
to deveiop and open (i) two rasort, hotel and casino projects in Macau, (i} a convention centre by
December 2006.and {iii) two city club casinos in Macau. Galaxy is required to make a total
investment of al least MCP8.8 billion (approximately HK$8.5 billlon) in development projects in
Mgcau by June 2008.

Originally Venetian Macau, S.A. and Galaxy were business partnars in relation to tha Concesslon
and Venetian Macau, S.A. was an jnvestor in.Galaxy, it was subsequently agreed thal it was in
their raspactive interests 1o pursue business separalely. Pursuant to a sub-concession granted by
Galaxy to Venstian Macau, S.A., which is an !ndapsndem Third Party, with the prior approval of
the Macau government. \/eneuan Macay, S.A. is pow responsible tor MOP4.4  billion
{approximately HK$4.3 billion) of Gaitaxy's origina\ MOP8.8 billion (approximately HK$8.5 billion)
investmant obligation under the Concession and the obligations to construct and develop {I} one
ol the lwo required resort, hotel and casino projects, {ii) a convention cantre and (ili} one of the
two required city club casginos. Galaxy and Venstian Macayu, S.A., with approval from Macau
government, gnterad into the sub-cancession separaisly to davelop thair own gaming businesses.

Afthough it is stated in the Concession Contract dated 26th June, 2002, as amended, thal the
financial Hapility of *Galaxy Casino S.A." in respect of invesiment commitments {s MOF&.8 billion
(approximately HK$8.5 billion), half of this liabitily MOP4.4 billion {approximatsly KK$4.3 billion)
was transferred 1o *Venetian Macau, S.A.” under the sub-concession.

Therefore, 1ha investment obligation of *Galaxy Casine S.A." was reduced to
MOP4,400,000,000.00 (lour thousand four hundred million patacas).

The KWCM Board believes that as a resull of (he Macau governmen! approval of the sub-
concession that there would not be any material adverse aftect on KWCM, KW!H or Galaxy in the
evani, hawever unlikely, that Venetlan Macau, S.A. fails to periarm its obligations under the sub-
concession,

According 1o materials lileg with the Securities and Exchange Commission ot the United Siates of
America, the ullimaie beneficial owner of Venetian Macau, $.A. is Las Vegas Sands Corp, the
common stock of which is tisted on the Naw York Stock Exchange Inc. Las Vegas Sands Corp. is
an Indepandent Third Party,

Galaxy Casino at Waldo Hotel is operatad, and all of Galaxy's future gaming operations in Macau
will be operated under the Concession. The Concession is axclusively governed by Macau law
and Galaxy is subject to the exclusive jurisdiction of the courts of Matau in case of any disputs or
conilict retating to the Concesslon.

The Concession caniains various general covenanis and 15 and other provisions, the
compliance with which is subjective, Gataxy's obfigations dsscnbed generally include:

. Tao ensure the proper operation and conduct ol casino gamaes;
. To employ people with eppropriate qualitications;
. To operate and conduc! casino games of chance in a fair and hones! mannar without the

influence of criminal activities; and

. To saleguasd snd ensure Macau's intesests In 1ax ravenues lrem the operation of casinos
and other gaming areas.

The Concession expires on 26th June, 2022, Untess the Concession is extendad, on that date alf
of Galaxy's casina operations and refated squipment In Macau {but not its hotel, retail or ather
non-gaming [acilities} will automatically he transtarred to the Macau government without
compensation 1o Gafaxy and Galaxy will cease to be sntitied to oparate any casing or gaming
operations permitted under the Concession, Beginning on 26th June, 2017, the Macau
govarnment may redeem tha Concession by giving Galaxy at leasl one year's prior notice.
According to Clause 5 of Article 78 of the Concession, if the Macau government redesms the
Concession then Galaxy will be entitted to tair and reasonable compensation, Such compensation
will correspond Lo the benefit that it has ceased to ablain in consequence of such redemption ai
its resori-hotel-casino undaertaking as described in the Investment plan annexed 10 the
Concession. The amount of compensation will correspond lo the incoma from such underiaking
of Galaxy in the final year prior to the redemption, bafore deduction of interest, depreciation ang
amortisation, multiplied by the number of years remaining unlil expiry af the Concesslon
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Capital structure of Galaxy

Under Macau law, the managing director of a company operating games 0! tortune and othar
casino games must be a Macau parmanent resident and hoid at least 10% of the voling shares of
such company. Galaxy therefore has in issus two clesses of shares — Galaxy A Shares and
Qelaxy B Shares. Ths Galaxy A Shares make up 10% of the 101a] issued shares In Galaxy. The
Galaxy B Shares make up the ramalning 90% of the issued shares in Galaxy.

By ihe arlicles of association of Galaxy, while both are voting shares, the Galaxy A Shares carry
negligible aconomic Interest whereas Galaxy B Shares have effectively full economic interest. The
Galaxy A shareholder is only entitlad to a 0.0000000000000000001% share while \he Galaxy B
sharaholders together are entitled 1o the remaining 99.999999999999999999%% share of Galaxy's
annual distributable profit, On a dissolution or liquidation of Galaxy, the Galaxy A sharghalder will
only be entitlad to a return of the amount of capital Invested without any right (o distribution of the
liquidation assets of Galaxy whife the Galaxy B shareholders will be entitfed to both a return of
capital Invested as well as distribution of figuidation assets. None of the Galaxy A Sharses is the
subject of the Acquisition. The Acquisition is only of Galaxy B Sharas

tn accordance with Macau law, all the Galaxy A Shares are haid directly by Mr. Pedro Ho, who ig
a Macau permanent rasident. Mr. Padro Ho is Independent of KWIH, KWCM, the Family
Companies and thelr respecilve connected persons, save for his intarests In Kentiake, Tap Notch
and Galaxy refaerred to in this announcemant, Mr. Pedro Ho is the resident managing dirgctor of
Galaxy and owns 100% Future Leader. Future Leader is pna of the Minority Vendors. He has
disposed of his entire interast in Huga Legend to Honour Link Group Limited, The sola bensficiat
owner ol Honour Link Group Limited is Mr. Suen Suk Hing whoe is an Independent Third Party.

Financiat information

Basad on the audited consolidated income statement of Galaxy prepared in accordance with Hong
Kong Financial Reporting Standards {or the year ended 31s1 December, 2003 and for the ysar
ended 31st December, 2004, its audited consclidated protit/(lcss) betors taxation, sudited
consofidatad taxation, and audited consoligated profit/(foss} after taxation were as follows:

Year ended Year anded

31st December, - 31st December,

2003 2004

(HKS) (HKS)

{Lass)/Profit before taxation {86,928,296) 72,658,409
Taxation —_ -
(Loss)/Profit atter taxation (86,826,286) 72,658,409

An accountants reporl on Galaxy will be Included in the circular to tha shareholdars of KWIH ang
WCM, .

For the purpose of providing more information on Gataxy, a summary of the audited consolidated
Incoms statement of Galaxy for the year ended 3ist December, 2004 and & summary of the
audited consolidated balance sheet at 315l Decembar, 2004 preparsd in accordance with Hong
Keong Financial Reporting Standards are set out bafow.

GALAXY CASINO S.A.
Consplidated Income Statement
For the year ended 31st December, 2004

Note 2004

HKs

Revenugs from gaming oparations 1 123,776,816
Other revenues (intarest and fee income) 3,643,504
Admlnistrative expenses {49,381,050)
Qther oparating expenses (1,201,878)
Operating profit 76,837,395
Finance cosls (4,178,888
Profit before income tax 72,858,409
Income tax _——
Protit for the year 72,658,409

GALAXY CASINO S.A.
Consolidsted Belance Sheet
As al 31st December, 2004

2004
HK§
Assels
Non-current assafs
Property, plani and equipment 376,749,908
Intangible assets 1,858,889
Qther invesiments : 26,000,156
Restricted bank deposits 253,572,027
...888,180,978
Currgnt agsels
Inventarigs 2,855,655
Amounts due from related parties 42,423,668
Debtors and prepayments 5,380,180

Cash and bank balances

Total assets

Sharghelders' equity

Sharg capital 104,174,757
Accumulated foss {96,788,128)
Total gquity a7 406,628
Liabililias
Non-current liabitities
Loan from immediate holding company 185,008,967
Obtigatlons under finance leases 308,880

Current liabllities
Amaounts due to related parties
Creditors and accruals '
Shart-term borrowings
Current portion of obligations undar finance (eases

Total liabilities

Tolal squity and iiabilities




The Standard Tuesday, April 19, 2005

NOTICES N13

e

Wi
Tou Trums incivarng

A, Pan HO hrough
Futuie Lasant

Boightwaalin (more 3)
sharenciers

Nota 1: Revenues from gaming operatians.
2004
HKS

2,984,558,701

Nel gaming wins
143,517

tnierest income

Less
Spacial gaming tax and tunds to the Macsu goveinment
Commisslon and atlowances
Nat eniitlsmanis of the Servica Providars*
Dapreciation and amartisation
Adminlsizative and others

(1,170,617,798)

(155,684,801
Revenues lrom gaming oparations 123,776,816

Represents markeitng and promotional axpanses for the provision of a stsady flow of customers
1o ifs first eity Club casino,

* Note:

DIRECTORS AND MANAGEMENT OF KWCM

It is not Intended there will be any change in the executive or non-axecutive directors or the
management of KWCM as a result of Complstion but KWCM may cansider Inviting certain
directors or senior managers of Galaxy to join the KWCM Board,

CHANGES TO THE SHAREMOLDING IN KWCM AS A RESULT OF THE ACQUISITION

KWCM will cease to be a subsidlary of KWIH on Complation as a result of (he issue of the
Consideration KWCM Shares. The beneficial interest in KWCM of Dr. Lui, KWIH, their respeclive
associates and parties acting in concart with them, the directors of KWCM and KWIH and their
respactive associates and the shareholdings of the public shareholdaers in KWCM {a) immediataly
before Completion; (b) Immediately atier Completion but before exarcise of any of the
Brightwealth ‘Optians or Emplaoyee Optlions; (c) and immediately after Compiation and full
exercise of the Brightwealth Options and Employee Options are as follows:

immaesianely sitar
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mmediately sher

immagiately anee
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S ey o1 ooans (o 1 & out
Brightwasiin Opusny
itiora 3) ana Employes
Opuisns vore 6]

Brigntwesiin Options
{Nate 3} bul Eatore
exorcius of any 8¢ the
Employss Options {Nole 8

o o KWCM

Bulars Compistian
W

ey x snares » nares " hares *

e52.775351  es7q w2598 20 as2808  2n00 5277881 2raa aszrmaan ey

537 rsopacows  akey 125800028 3978 1230820028 3307 1088130085 370
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187000 b2 1597010 o0n 2247810 w0 LA 008 aze.800 010

frate 41 65308 0Q1 w308 000 1738308 005 w308 000 4,728,908 ou
02430410 2.8 82280420 G40 az.280.00 2,250,410 28

asainen 10y
383384302 1

wsBizesz 109
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380.288,142 33042 1iap

1300.090,30 1000 3037711381 1000 3497091380 1000 3137211081 1008 _3,52.377.24 1000

Notes:

B The above percantages a that other than for the exercise of the
Bnqmwan!m Optiens and the Emplayee Opnons thera I8 no chenge In tha issued share capital of KWCM
lrnm the date of this announcemant to Complation.

2 A’ stated in {he section headed "M. Ralavant requiramants of tha Listing Rutes® befow, it |s the intemion
of the Family Companias 1o maintain the listing KWCM on the Stock Exchange after Completian.
Appropriate sieps will ba taken to ensure that nol less than 25% of the KWCM Shares will ba held by the
public immediataly aftar Compiation.

a. Details ol the Brightwenlth Options aro set out below in tha paragreph headed “Brightwealth Options®.
Brightweaith, @ wholly-ownad subsidiary o! Guoce Group Limited, is one of the Minority Vandors In the
Acquisition and a peassive investor In Qalexy. Nelthec Guacs Group Limited nor its cantrolling
sharenotders now hald, and none of them will hold. any management function in either Galaxy or KWCM,

a, Mr. William Lo Chi Chung and Dr. Charles Cheung Wal Bun ere both directors of KWCM and ot KWIH ang
own KWCM Shares . Their interasts arn classitied only in *Diractors af KWCM {other than Lul Family
rmembefg)”.

&, I and when the Brightwealih Options are sxerclsed in full, tha 325,615,622 KWCM sharas that will aites
Completion be held by Brightwealth and the subjact of the Brighiwealth Options will be owned by Kentlake
end Top Nolch. Francis Lul hoids a controlling intarast In Kentlaka and Top Notch. Pedra Ha is a minority
sharehotder In each of Kentlake and Top Notch holding 35% of Kentlake and 13.91% of Top Nolch.
231,615,731 KWCM shares will than be owned by Top Notch, and Francis Lut will have 2 notfillable
Intsresl In them under the Securities and Futures Qrdinance. 93,999,891 KWCM Shares will than be
owned by Konitake, and both Francis Lui end Mr. Pedro Ho wili have notitiable interasts in them under the
Securlites and Fulures Ordinance. Thess sharas ara classiliad only in "Lui Family membars {other than

Dr. Lul and his spousa)” Datalls o! the ownershlp ol Kentake and Top Noich are sat out balow in the

paragraph headed "Brightwenlth Optlons®. R

8. As at the date of this announcemaent, membaers of tha Lui Family are interested in options, grentad undar
the Employee Options, over an aggregate of 13,160,000 KWCM Shares and other KWCM Diractors and
KWIH Olreciors ere interasted In options, grentad undar the Employae Optlons, ovar an aggregate of
3.380,000 KWCM Sherea. Of these options KWCM Directors who are no! membars of the Lui Family ate
interested in optiohs over an aggregéie of 1,410,000 KWCM Shares and KWiH Diraciors who are not
members of the Lui an!ly are fnterasled [n optfons ovar an aggregate of 1,670,000 KWCM Shares. (n
eudition 300,000 oplione are bald by Or. Charles Cheung Wai Bun wha is a diractor of both KWIK and
KWCM. Tha particulars of Employas Qptlons wit bo sal out in the circular 10 be issued to the KWIH
Sharehoidors and tha KWCM Sharehotders.

Brightwealth Options

Brightwealih, ona of the Minority Vendors holds 17.32% of the economic interest In Galaxy
constltuting 15.59% of the voting powaer, {now to be sold by it under tha Acquisition Agreement). It
entered into put and talt option arrangements with the Option Holders, Kentiake and Top Noich,
respaciively over i1s entire interest in the Galaxy Equily interest independenily of the discussions
that ultimataly led to the Acquisition Agresment.

As a result of Brightweslth eniering into the Acquisition Apreement after anisring inlo the
Brightweatih Option Deeds, the. Option Holders have a Call Option and Brightwaalth has a Put
Option over Galaxy Shares. Upan Completion, the Consideration KWCM Shares (and the FRNs i
any) recaived by Brightwealth will replace the Galaxy Shares and wlll continus to be the subject of
the Call Opllon and the Put Option pursuant to the Brightwealth Optlon Deeds.

Under the Brightwealth Option Daads, the Cali Option will be triggered aulomatically on
Compfetion and upon repayment of the FRNs (or the recslpt of cash in fieu of FRANs) and,
whan that happens, the beneficial interest In the Consideration KWCM Shares recslved by
Brightwealth will effectlvely be passed-la the Option Holders.

Francis Lui holds a_controiling Interest in Kentlake and Top Notch. Accordingly, Francls Lul is
deemed under the Securities and Fultures Ordinance to have a new discloseable interest In
325,615,622 shares of KWCM (231,615,731 KWCM Shares in which Top Notch is interested and
93,999,891 Shares in which Kentlake is interssted) representing an additional 10.38% intarest In
the enlarged issued share capilal of KWCM. Mr. Pédro Ho is a minority shareholder in each of
Kenliake and Top Notch holding 35% of Kentlake and 13.91% of Tap Noteh. The balance of
Kantlake is fald by Mr. Cheng Wing On, Michael, ang the balance of Top Notch is held by Mr,
Kung Chiu Nam, Edmond. Mr. Cheng Wing On, Michael, and Mr, Kung Chiu Nam, Edmond are
Independent Third Pariies, . .

Pags &
At the date of this announcemant, save as disclosed hetein, none of the Family Companles, the
Lui Family, the KWIR Directors, tha KWCM Direclors and parties acting in concert with any of
them has any interest in any KWCM Shares and/or Employee Options,

REASONS FOR THE ACQUISITION

The KWCM Board understands that Galaxy aims to De a {eading operato: of integrated leisure
enterlainment servicas in Macau, providing beth gaming and non-gaming tacilitias to towists to
Macau.

Galaxy holgs one of only thrae gaming concessions awarded by tha Macau governmant 1o opsrate
casinos in Macau. While a fimited number of sub-concessions have been granted, the Macau
government will not grant additional gaming concessions until 2009, The KWCM Board agrees
with Galaxy that the limited number of concessions and sub-concession forms a high barrier for
entry into the Macau gaming markat. I Is alsc the stated Intention of the Macau government 1o
develop Macau into a warld-class  gaming cantre. The KWCM Board shares the view ot Galaxy's
management that, with Galaxy already oparating one city ¢lub casino and the davelopmant of ils
Galaxy StarWartd, Galaxy Cofal Mega Resort, Galaxy Casino af Cotai City Club and Galaxy
Casino at Ric Hotel projects all underway, Galaxy Is well positioned to take advantage of this
unigue business opportunity to enter inlo Macau's gaming market. Gaiaxy, through Galaxy Casino
at Waldo Hotel, has slready established a SIgm“CBV\X presence in Macau's VIP gaming market,
Supported by a team of gaming pr wha have extenslve experience in
managing casinos and leisure/anterteinment complex in Australle and across Asla, the KWOM
Board believes that ihrough successiul intagration of gaming facillties into non-gaming leisure with
entertainment amenities at ils properties, Gataxy will be able 10 emerge as a signiticant Industry
player in the Macau gaming market.

For the financia! year ended 31st December, 2003, the consolidated turnover, profit belore
taxation and prolit ajter taxation of KWCM ware respectively HK$1,130,894,000, HK$41,776,000
and MK$42,117,000. As at 3ist December, 2003, the consclidated total assets and net assels of
KWCM ware raspectively HK$2,}67‘130‘DDD ang HK$1,414,253,000.

For the financial year ended 31s\ December, 2004, the ccnsolidaled turnover, prolil before
taxation and profit atter taxation of KWCM were respeclively HK$1,299,143,000, HK$43,926,000
and HK$40,085,000. As at 3tet December, 2004, the consolidated total assets and net assels of
KWCM weore respectively HK$2,278,534,000 and HK$1.445,533,000.

KWCM's existing principal business s the manutacture, sale and distributian af congfruction
materlals in Hong Kong and the PRC. The acquisition of control of Galaxy provides KWCM &
signiticant presence In Macau's growing tourism, hospitality and gaming industry and presents
unigue opportunities tor growth. (n addition, as the gaming industry is largely transacted on a cash
basis, cashilows tand to be stronger. The Acquisition tnarefora is expected to improve KWCM's
growth prospecis, profitability and cashllows and to provide a valuable divarsitication.

KWCM has no intention of disposing of its existing business atter comptation of the Acquisition.
KWCM aims to becoma a majar player in the construction matarials industry in Greater China,
including Mainland China, Hong Kong end Macau. The KWCM Board expects that the sizeable
demand for construction materials trom the developmant of Galaxy's tuture projects in Macau will
be beneficial 1o KWCM's existing construction materials business, KWCM can subsequently
leverage its position as a lsading construction materials supplier in Hong Keng and certain pans
of Eastern China as well as its expsrience and track record In Macav o develop other
opportunities in Mainland China and Hong Kong.

KWIH's principai business is propearty invastment and gavelopment in Hang Kong, the PRC ang
South East Asia. Prasantly, through the KWCM Group it manutaciures, sells and distributes
construction materials in Kong Kong and the PRC, Completicn of the Acquisition will result in an
immediate and material dilution of KWiH's interest in KWCM. KWCM will cease 10 be controllad by
KWIH and its financial statements wiil no longer be consclidated with those of KWIH. I KWCM
issues new shares to restora the public float of KWCM, KWIH's interest in KWCM may be lurther
diluted. Neverihaless, the executive directors of KWIH belisve that the Acquisition {and deemed
very substantial dlsposal) is likely to be of banefil to KWIH. Aftar Completion, the consolidated
profit margins of the KWIH Group are expected to Improve becausae the comparatively low
marglns of the KWCM Group wili no ianger be taken into account in the consolldated tinancial
statements of 1he. KWIH Broup. In addition, KWIH will remain a signlficant investor in KWCM and
the executive directors of KWIH are oplimistic about the future prospacts of KWCM as owner of
Galaxy and of the market value ot KWCM Shares, particularly aftar Galaxy's proposed new
facilities are in operation, Based on KWCM's audited consclidated accounts tor 2004, proflt
contribution trom KWCM to KWIH after mineority Interests was HK$22,095,000. After Completion,
KWIH's shareholdmg in KWCM will be reduced from 65.74% 10 27.18% {assuming that thera will
be no change in KWCM's |ssuad share cepital from the date of this announcemant 1o Completton
save for the issue of the Consideration KWCM Sharas at Complstion). KWCM will be recognised
by KWIH on an equily accounling basis as dascribed below.

The segment tor construction materials will ho longer be presented in the segment information in
KWIH's consolidated linanclal statements, as upen Completion KWCM will ceass to be a
subsidiary of KWIH and will become an associated company. Hence KWIH will account tor its
shareholding in KWCM by equity accounting so that KWIK will recognise the appropriate share of
KWCM's profit under “assoclated company” in ils consolidated profit and loss account and
account for the investmen! in KWCM undar “associated company® in ils censolidated balance
sheet. .

The executive directors ol KWCM cansider that the Acquisition is on normal commaercial tarms ang
that such terms are fair and reasonable and in the interests of KWCM and its shareholders as &
whole. The views and recommendgations of the KWCM Independen! Board Commitlee in respett of
the lransactions contemplated by the Acquisition Agreement will be sat out in the circular to be
issued 1o the KWIH Shareholders and the KWCM Shareholders.

The executive directors of KWIH consider that the Acauisition is on normal commercial terms and
that such lerms are fair and reasonable and in the interests of KWIH and its sharaholders as a
whole, The views and recnmmsndalicns of the KWIH Independent Board Committee in respect of
the transactions isition Agreameant will be set out (N the circular to be
issued to the KWIH Sharehurders and the KWCM' Sharahaolders.

NO GENERAL OFFER IMPLICATION

Neither the Family Companies nor parties acting in concerl with any of them had in the six monins
ended on the Last Dealing Dala purchased or sold any KWCM Shares. None of them hoids any
KWCM Shares or has any other interest {n the KWCM Shares on the date of this announcemaent,
other than as disclosed herein.

The Trusts together are the single largest and the controlling shareholtsr of KWIH, KWCM is &
subsidiary ot KWIH. Through the diract sharaholding of City Lion in KWCM .and 1ha Indirect
shareholding through KWIH immadiately atter Completion, the Trusts wii continue to have de
facto and Taksovers Code control of KWCM. The Execulive has conlirmed that the proposed
Acquisition and issue of the Conslderation KWCM Shares will not result in any genaral offer
obligation under the Takeovars Code.

RELEVANT REQUIREMENTS OF THE LISTING RULES

The prefits atiributable to the Galaxy Equity (nterest exceed 100% of the prolits @f KWCM tor the
financial year anded 31st Dacember, 2004, Tha nominal valus of the Consideration KWCM Shares
exceeds 100% of KWCM's existing issued shars capital.

The Purchase Prics exceeds 100% of the marke! capitalisation ol KWCM. Each ol the Family
Companies is a connectad person of KWCM. Censequently, pursuani to the Listing Rules, the
Acquisltion constilutes a very substantial acquisition and a connected transaction for KWCM and
is subject to the appraval of the KWCM Independent Shargholdars.

The Purchase Price excesds 100% of the market capitalisalion of KWIH. Upan Completion,
KWCM will cease 1o be a subsidiary of KWIH. The issue o! the Consideration KWCM Shares will
give rise to a deemed disposal, The revenue aitributable to KWCM for the financiat year snded
31ist December, 2004 exceeds 75% ol the revenue of KWIH for the financial year ended 31st
December, 2004, The value ot the Consideration KWCM Shares exceeds 75% of the market
capitalisation of KWiH. The Family Companies are connected persons ol KWiH.
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Consequently, for-1he  purposes of. the Listing Rules, the Acguisition and'issue of the
Consideration KWCM Shares at Completion will constitute a vary substantial acqulsitien, a
deamad very substantial dh ! and & tri lan tor KWiH and is subject to the
approval of the KWIH Independent Shareholders. : - Lo

1t }s the intention of the Famlly Companles to maintajn the Ilsting of KWCM on the Stock
Exchange aftar Completion. Appropriate steps will be taken to ensure that not leag than
25% of the KWCM Shares wlil be held by the public immediately ‘after camplaﬂon These
steps may Include the lssue of new KWCM Shares and/or placing down by KWIH and/or the
Famlily Companles of some or all of thair interest in KWCM to Independent Third Parties.

The Stock Exchange has stated that It will clasaly monitor the trading in the KWCM Shares
and In the KWIH Sheres on the Stock Exchange. If the Stock Exchange belleves that:

-—_ a lalge market exists or may exist In the KWCM Shares or the KWIH Shares; or
-— \here are too few KWCM Shnrés in public hands ta meintain an orderly market,

it will consider exerclsing Its digcretlon to suspend trading in the KWCM Shares or the
KWIH Shares.

POSSIBLE MEETING OF HOLDERS OF THE KWiH BONDS

Pursuant to the terms oi the KWIH Bonds, it shall be an evaent of detault if KWIH owns, directly or
Indirectly, less than 30% of the issued share capital of KWCM,

Assuming that there is no change in the issued share capital ot KWCM from the date of this
announcament to Completion save tor the issue of the Consideration KWCM Shares, KWIH will be
interasted in approximately 27.2% of the total enlarged Issuad share capital of KWCM immadiataly
after Completion. The KWIH Directors propose either to convens a meeting of holders of the
KWIH Bonda for the purpose of passing a reseiution or to obiain written consent from sufhcient
hotders (or through such other means including, but notl Himited to, early redemption) prior to
Complation 60 as 1o ensure that no svent of default will ba triggersd under the KWIH Bonds.

LAW

After Complation, KWCM will in its capacity es the controlling shareholder of Galaxy seek to
ensure that Galaxy operates casinos only in compliance with all applicable laws and does not
breach the Gambling Ordlnance of Hong Kong or any other relsvant laws and in compilancs with
the requiremants of the guidelines Issued by the Stock Exchange In relation to *Gambling
Activities Undertaken by Listing Appllcams and/or Listed Issuers® dated 11th March, 2003. If it
fails to do s0, the Stock may, Ing on the clreu of the case, seek to
direct KWCM 1o take remadial actiona, andfor suspend dealings in, or cancel the listing of, the
KWCM Shares undar Rule 6.01 of the Listing Rules.

GAIN ON DISPOSAL BY KWIH

Immediataly upon Completion and assuming that there wlll be no change in the issued share
capital of KWCM from the date of this anncuncement and up to Complation (save lor the issue af
the Consideraiion KWCM Shares), KWIH's interest in KWCM will be diluted from approximataly
65.74% to approximately 27.18%. This will constitute a deemad dispasal by KWIH of its Intarest in
KWCM under the Listing Rules. Upon Complation, KWIH's share of KWCM's consolidated na!
assets lollowing Issue of the Consideration KWCM Shares at HK$8 each, is estimated to Increase
to approximately HK$4,391,793,000. KWIH's gain on the deemed dispasal of Its aquity inferest in
KWCM is estimated to amount 1o epproximately HK$3,446,000,000. On Complation, KWCM will no
fonger be a subsidiary of KWIH and will become an assoclated company of the KWIH Group and
its results and assels and liabililies will be recognised by the sguity method of accounting In the
consolidated tinancial statements ot KWIH.

The estimated galn on such deemsd disposal by KWIiH is calculated an the basis of the Purchase
Price and the prica of Conslideration KWCM Shares at HK$8 each, The actual amount to be
recognized in KWIH's congolidated profit and foss account will be adfusted based on the actual
marke! price of the KWCM Shares on the date of Complation,

PRINCIPAL SHAREHOLDERS OF QALAXY

Galaxy is today principally owned by the Family Companies and the Minority Vendors. The Famlly
Companies acquired their respective interests in Galexy at an aggregate cost of MOP630,367,000
(approximately HK$812,008,786) under and pursuant to a ghareholdaers Intarnal reorganisation,
which togk place In Macau on 3rd February, 2005. At the same time, Hugo Legend acquired Its
1.8% voling Interast in Galaxy and Brightweaith acquired its 15.59% voting Interest in Galaxy,
Brightwealth was not previously a shargholder of Galaxy.

The Family Companiss acquired their interest in Galaxy principally through subscription af new
shares issued on increase of capital by Galaxy, and as (o a smali part, through purchase of
axisling shares in Galaxy trom Galaxy Resorl S.A. Prior thersto, Galaxy Resort S.A. was the
major controlling shareholder of Galaxy (holding 0% of the 200,000,000 Galaxy Shares then in
issua). Dr. Lui vitimately beneficlally owns 54.29% of Galaxy Resort S.A,

Mr. Padro Ha, the owner of Future Leader and the resident maneging director of Galaxy, owns all
the Galaxy A Shares. He Is a nalive resident of Macau and a businessman. Mr. Pedro Ho has
extensive relatlonships in business and the Macau gaming markel and with the Macau
government. The Galaxy A Shares carry nagligible economic rights and can be transferred only
with the consent atf the Macau government.

. On 28th March, 2005, Hugo Legend agreed to sell its entire 1.8% voting interest In Galaxy lo
Future Leader, which sale |s canditional upon approval by the Macau government and the sale is
axpected to complsta shartly,

INFORMATION ON THE VENDORS

Save as disclosed in this announcement, the Minority Vandars and their respective ultimata
benelicial owners are Independent Third Parties of KWCM and KWIH, and their regpeclive
connected persons. All the Minorily Vendors are investmant hoiding companies and none has
disclosed any interests in elither KWIH or KWCM under the Listing Rules and/or the Securities and
Futuras Ordinance (other than the Interests which arise undar the Acquisition Agresment and the
Brighiwealth Options). Infortation about the Family Companles Is set out in the next seclion
below.

Guoce Group Limited is the ullimate baneficial owner of Brightwealth. Pedro Heo Is the ultimate
beneflcial ownar ol Future Leadar. None o! them, nor any of their assotlates, has disclosed any
interest in eliher KWIH or KWCM under the Listing Rules and/or Part XV of the Securitias and
Futures Ordinance (other than tha interests which arise under the Acquisition Agreement and the
Brightwealth Options).

FAMILY COMPANIES

KWIH is the controfing sharaholder of KWCM and thus a connected person of KWCM. The Trusts
are the controlling shareholder of KWIN and thus a connected person of each of KWIH and
KWCM. Each of Dr. Lui, Mr, Francis Lul and Ms. Paeddy Lui Wai Yu is a director of KWIH and
KWCM. City Lion is an asset of the Principal Trust and the other Family Companias befong to
Francis Lui and Lawrence Lul. As members of tha Lui Family are discretionary objects of the
Trusts, each is a connected person of both KWIH and KWCM.

GENERAL

The KWCM Board proposes that the name of KWCM be changed to Galaxy Entertainment Group
Limited (s mmmaA M4 M), The proposed change.of name is subject 10 approval by the
shareholders of KWCM by way of a speclal resolution at the KWCM EGM, The KWCM Board is of
the opinion that the proposed new name of KWCM wil betier reflect the principal business focus
of the KWCM Group after the Acquisition.

"*Future Leader®

‘ F‘age 7
The KWCM Indepandent.Board. Commmae comprlslng of Mr. James Ross Ancell and Dr. Wliiam
Yip Shue Lam, has been constituled 1o make recommendations to the KWCM Independant
Sttaraholders in relation to the "Acguisition. KWCM has appolnted Commarzbank AQ -as the

.independent financial adviser to.advise the KWCM lndependsm Board Commmee and the KWCM-

independent Shareholders In ralatlon to the Acqulisition.

The KWIH Indepsndent Board Commitiee comprising of Sir David Akers-Jonas, Dr. Leo Lea Tung
Hal, Dr. Robin Chan Yau Hing and Mr. Robert George Nield has been constliuted to make
recommandations to the KWIH Independent Sharsholdars in refation fo the Acquisition. KWiH has

- appolnted Anglo Chiness Corporate Finance, Limited -as an Independent financial adviser io
. edvise the KWIH Independent Board Committes and the KWiH indspendent Shareholdsrs in

rafation to the Acguisition.

A circular containing inter afia further particulars of the Acquisition and Galaxy as required by the
Listing Rules, the recommendations of the KWIH Independent Baard Committes and of tha KWCM
Indepandent Board Committee In respact ot the Acquisition, {etters of advice from the Independent
Hinancial ‘advisars to the KWIH Indspendent Board Committea and the KWIM Independent
Sharsholders and from the Independant {inancial adviser to the KWCM Indepsndent Board
Committee and the KWCM Independent Shareholders, an accountants' report on Galaxy, property
valuation reports on the property Imarests of Galaxy, tha KWCM Group and the KWIH Group and
notices convening the KWIH SGM and the KWCM EGM will be sent to the KW(H Shareholdars
and the KWCM Shareholders es saan as is practicable.

Aa Compiletion is sub]eé\ to the fultiiment of a number of conditions precedent, the
Acquisition may or may not proceed. Shareholders and potential Investors should exercise
caution when dealing in the KWCM Shares andfor In the KWIK Shares.

DEFINITIONS

In this announcement, unisss the context otherwise rsquiras, the following terms have the
meanings set opposite them baelow:

‘Acqulsiﬂon' the proposad aecquisition of the Galaxy Equity Interest by Canton
Treasure pursuant io the Acquisition Agreemant;

the Acquisitlon Agresment dated 14th March, 2005 among the
Family Companies, Hugo Legend, the Minority Vendors, Canton
Tregsure and KWCM, In relatien to, inter afla, the Acquisition, as
amended by the Supplemantal Agreement;

*Acquisition Agreement”

*assoclates” the meaning ascribed to it in the Listing Rules;

*Brightweaith” Brightwealth Investments Limlited, a company incorporated in the
British Virgin lslands and a subsidiary of Guoco Group Limlted, the

tattar of which Is listed in Hong Kong;

*Brightwealth Optlons® the put and call options bstween Brightwealth, Kentlake and Top

Notch relarred to above in ths ssection headed “Brighiwealth

Options”;
*Brightwealth Option two deeds emch datad 3rd February, 2005 between Brightweaith ang
Deeds” each of the Oplion Holders in raspect of the Option;
"buginess day" a day {othar than a Saturday) on which banks are apen for business
in Hong Kong;
*Call Optlon” the option grantad by Brightweaith under the relevant Brightwealth

Option Deeds to the Option Holders 10 raquirs Brightwealth to sall its
Galaxy Shares;

*Canton Tfeasure' Canton Treasure Group Lid, 8 company Incmpcralsd in the British

Virgin islands and wholly-owned by KW.

*City Lion" Clty Lion Profits Corp., 8 company Incorpcraled In the British Virgin
tslands and wholly cwned by the Principal Trust;

“Completion” completion of the sale and purchase of the Galaxy Equity Interest

pursuanl 1o the Acaul_siu'on Agreement;

“Concession” a Concesslon Contract of the Macau Speclal Adminlstrative Ragion
tor the Operation of Games of Fortune or Chance or Other Casino
Games bsetween Macau and Galaxy dated 26th June, 2002, as
amended and supplamented by a supplemental agreement daled
19th December, 2002;

“Consideration KWCM .1,840,519,798 new KWCM Shares to bs issued by KWCM as part ol
Shares” the consideration tor the Acquisition;

“Dr. Lul® Dr. Lut Che Woo, a director 61 KWIH and of KWCM!

options to subscribe for an aggregate of 19,626,000 KWCM Shares
grantad pursuant to the empleoyee shara option schemes of KWCM
adopted on 10th September, 1986 and 30th May, 2002 respactively
and outstanding at the date of this announcement, with axerclse
prices per KWCM Share ranging from HK$0.514 to HK$0.5333;

"Employee Optlons”

“Executive” the exscutive director of the Cerporate Finance Dlvision of the SFC;

“Family Companies City Lion, Netlinity and Recurrent Prolitg;

Mr. Francis Lui Yiu Tung, a direcior of KWCM and of KWIH, a son ot
Or. Lui and a member of the Lui Family;

*Francis Lul”

"FRNs" unsacured fixed rate notes up to 1he aggregate principal amount of
HK$3,687,039,603 that will mature 13 months after (ssue that may
be igsued by KWCM to the Vendors al Completion;

Future Leader Manzgament Limlted. a company Incorperaled in the
British Virgin islands and ultimataely baneficially awned by Mr. Padro
Ha:

"Galaxy” Galaxy Casino S.A. (and including its subsidlaties, uniess the
conlext otherwise reguires);

*Galaxy A Shares” voting shares of MOP1,000 each in the capital of Gafaxy with rights

as describad under the section headed *Capital structure of Galaxy*;

voling sharas of MOP1,000 each in the capital of Galaxy with rights
as described under 1he saction headed *Capital structure of Galaxy";

“Galaxy B Shares”

“Galaxy Eguity Interest® 838,718 Galaxy B Shares representing 97.9% of the economic

nterast In Galaxy;
"Galaxy Shares* Galaxy A Sharas and Galaxy B Sharas;
"HKS® Hong Kong dollars, the tawtul currency ot Hong Kong:

“‘Hong Kong* the Hong Kong Special Administrative Region of the PRC;
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‘Hugo Legend”

“Independent Third Party”

“Kenttake"
KWCM"

*KWCM Board"
*KWCM Directors®

KWCM EGM”

*KWCM Group”

‘KWCM Independent
Board Committes”

*KWCM Independant
Shareholdars”

“KWCM Shares”
*KWCM Shareholdar(s)”

"KWIH

“KWIH Board”

‘KWIH 8onds”

*KWIH Diractors”
"KWIH Group”

*KWIH Indespendent
Board Commitige”

"KWIH Independent
Shareholders”

“KWIH sGM*®

"KWIH Shares”
*KWIH Shareholders”
*Last Dealing Date"
“Lawrence Lui®

*Listing Rules”

“Lul Family”

*Macau®

*Macaw DICJ”

"Minority Vendors”

Hugo Legend Asia Corporatlon Limited, a company incorporated in
the Brltish Virgin Istands and ultimately wholly-owned by Mr. Pedro
Ho on the date the Acquisition Agreemant was first signed but which
was sold to Monour Link Group Limited as disclosed herein

- In respect of KWIH, a parson who and whose ultimats
beneficial owner, to the best knowledge information and

" beliet of the directors of KWIR having made all reasonable |

enqulries, is a third party independent ot and not connectad
with KWIH, the Family Companies, or any connected persons
of KWIH and not 'being a party acting in concert with KWCM,
Dr. Lui or their respective associates with respect to KWIH
for the purposs of the Takeovers Code; and

— -in respact of KWCM, a person who.and whose uftimate
beneticlal owner; to the best knowledge information and
beliet of the directors ot KWCM having made all reasonabla
enguiries, is a third party Independent of and not connectad
with KWOM, the Famlly Companies, or any connected
persons of KWCM and not being .a pany actifhg in concert
with KWIH, Dr. Lul or their respective associates wilh respect
to KWCM for the purposes of the Takeovers Code;

In each case as “connected” is intarpreted for the purposes
of the Listing Rules

Kentlake International Investments Limited, a company incorporated
in the British Virgin Islands and conlrolled by Francis Lui;

K. Wah Construction Materials Limited, a company incorporated in
Hong Kong, the shares ot which are listed on the Stock Exchange;

the board of KWCM Directors;

the directors of KWCM;

the extraordinary genara! maeeling of KWCM to be convened for the
purpose of approving, among other matters, the Acquisition, an
increase of the authorised share capital of KWCM and other
transactlans contemplated under the, Acguisition Agreement;

KWCM and its subsidiarles;

an independent committee of the KWCM Board establishad to advisa
KWCM independent Shareholders on the Aequlsition;

holders of KWCM Shares other than KWIH, the Trusts, Family
Companies, the Lul Famlly, Dr. Lul, Francis Lul, tawrance Lui, the
Minority Vandors and their respective ultimate beneficial owners and
their raspective assoclates;

shares of HK$0.10 sach in the caplial ot KWCM;

hotder(s) of KWCM Sharas;’

K. Wah Internatlonal Holdings Limitad, an exempted company
incorperated In Bermuda with imlled liability, the shares of which
are listed on the Stock Exchange;

the board of KWIH Directors;

HK$864,260,000 (mulai principal  amount) 0.50% Guaranteed
Convertible Bonds due 2009, convertibla inte lully-paid KWIH
Shares and issued by a wholly owned subsidiary of KWIH;

the dirsclors of KWIH;

KWIH and its subsidiarles;

an independent committee of the KWIH Board established to advise
KWIH Independent Shareholders on tha Acquisition;

holders of KWIH Shares other than the Trusts, the Family
Companies, the Lui Family, Dr. Lul, Francis Lui, Lawrence Lul, the
Minority Vendors and their respective ultimate bensficial owners and
thelr respeclive assoclates;

the spacial general meeting of KWIH to be convened for the purpose
of approving, among other matters, the Acquisition; .

shares of HK$0.10 each In the capital of KWIM;

holder(s) of KWIH Shares:

41h March, 2005, being the last irading day for the KWCM Sharas
and the KWIH Shares prior to the suspsnsion of dealings In KWCM
Shares and KWIH Shares on 7th March, 2005;

Lawrence Lul Ylu Nam, a son of Dr. Lui and @ member of the Lui
Family;

the Rules Goyerning the Listing ot Sacurities on the Stock
Exchange;

all the sons and daughters of Dr, Lui, namaly Francis Lui, Lawrence
Lul, Ms. Paddy Lui Wat Yu, Ms. Eileen Cheng Lui Wai Ling. and Mr,
Alexander Lui Yiu Wah, their respective associates and companles
owned by them;

Macau Spacial Adminisirative Reglon of the PAC;

Dirgccdo de Inspecgdo e Coordenagéc de Jogos de Macau, ar the
Gaming inspection and Coordination Department of Macay;

Brightwealth and Fulufe Leader which 1ogather hold 21.9% of the

Issued voting shares in Galaxy {representing 24.3% of the sconomic
interest in Galaxy), each of which is, ss at the date of this
announcement, an -Independent Third Party in-respect of KWIH
and KWCM;

Page 8
"MOP* Macau patacas;
"Netfinity " Netfinlty Assets Corporalion, a company incarporaled In the British
Virgin lslands, and wholly-ownag by Lawrence Lui;
*Optlon” the Put Option and tha Call Option, as the context may indicale;
“Optlon Holders® . Kantlake and Top Naich;

“PRC" or “Maintand

The People’s Rapublic of China, excluding Hong Kong, Macau and
China” .

Taiwan;

a discretionary Lui Family trust gstablished under the laws of Jersey,
in respect of which HSBC Internaticnal Trustee Limited is the sole
trustae; . .

“Principatl Trust®

Individuals who engage in the activity of prometion ¢f games of
fortune and other games In casinos in exchange for a commission or
other remuneration paid by the ‘concesslonaire;

“promoters” or *ViP
promoters”

*Purchase Price” HK$18,405,198,023;

the option grantad fo Brightwasith under 1he relevant Brightweaith
Option Deed to Brightwagiih to require the Optlon Holdars to buy
Galaxy Sharas;

*Put Option”

Recurrant Profits Limited, a company incarporated in the Britigh
Virgin Istands and wholly-owned by Francls Lui;

“Recurrant Profits”

a $econd discretionary Lui Family trust established under the laws of
Jersay, In respact of which HSBC Internationat Trustee Limited is
the sole trustes;

"Sacondary Trust®

“SFC - the Sséurities and Futures Commission of Hong Kong;

SJMm" Socisdads de Jogos de Mecau, S.

"Stock Exchange” The Stock Exchange of Hong Kang Limited:

a supplamenial agreement dated 151 Aprii, 2005 batween the parties
to the Acquisilion Agreament;

‘Suppiemental
Agraement”

“Takeovers Code” the Hong Kang Cods on Takeovers and Margers;

*Top Notch® Top Noteh Opportunities Limited, a company incorporated in the
Britlsh Virgin Islands and controlled by Francls Lui;
*Trusts” the Princlpal Trusi and the Secondary Trust, the trustee of both of

which Is the HSBC International Trustes Limited:

*UBS Investment Bank" a business group of UBS AG;

"US$” United States dollars, the tawtul currency of the United States of
America;

*Vendors" Family Companies and the Minarity Vendars;

vipt 1able gaming dedicaled to special gaming or gamblers, espscially

aach table In oparation in a special, gaming hall or area;

Wealth Access Holdings Limitad, a company incorporated in the
British Virgin Islands and owned by Mr. Yeung Chi Mang and Mr.
Cheng Kwee who ars both Independent Third Parties of KWIH and
KWCM (and, so far as KWCM and KWIH knew, are independant of
Gataxy and of connacted persons of Galaxy) and thelr connected
persons. Il is a Galaxy shareholder but not a Minority Vendar; and

"Wealth Access®

"Wise Gain® Wise Galn Prolits Limited, a company Incorporated in the Brltish
Virgtn Islands owned as to 80% by Wealth Accass and as to 10% by

Galaxy.

Trading in the KWIH Shares and KWCM Shares on the Stock Exchange was suspanded at the request of
KWIH and KWCM with efiact from $:30 a.m. on 7th Mareh, 2005 pending the release of this
announcement. KWIH and KWCM respectively have applled for & resumption of trading in the KWIH
Shares and KWCM Shares with effect trom 9:30 a.m. on 18th April, 2005. Further announcements witl be
made if and when appropriate.

At the date of this announcement, the executive direciors of KWIH are Dr. Lui Che Woo, Mr. Francis Lul
Yiu Tung, Mr. Lennon Lun Tean Kau, Mr. Eddie Hul Ki On, Mr. Willlam Lo Chi Chung and Ms, Paddy Lul
Wal Yu; the non-execulive directors of KWIH are Mr. Michael Leung Man Kin and Dr. Philip Wong Kin
Hang, and the independsnt non-exscutive directors of KWIH are Sir David Akers-Jones, Dr. Leo Lee
Tung Hai, Dr. Aobin Chan Yau Hing, Dr. Charles Chaung Wai Bun and Mr. Robert Gaarge Nield.

At (he date of this announcement, the executive directors of KWCM ara Dr. Lui Che Woo, Mi. Franels Lui
Yiu Tung, Mr. Chan Kai Nang, Mr. William Lo Chi Chung, Ms. Paddy Lui Wal Yu and Mr. Joseph Chee
Ylng Kaung; the nen-executive director ot KWCM is Mr. Moses Cheng Mo Chi and the independent non-
exacutive directors of KWCM are Dr. Charles Cheung Wal Bun, Mr. James Ross Ancell and Or. William
Yip Shue Lam. .

By Order of the Board of - By Ordar of the Board of
K. Wah International Holdings Limited ~ K. Wah Conatruction Materials Limited
' SEAMAN KWOK Siu Man KITTY CHAN Lal Kit
Company Secretary Caompany Secretary

Hong Kong, 18th April, 2005

Sums In this announcement exprassed in MOP have been transiated into HK$ a1 the rate MOP1.02 =
HKS$1. : :

Sums in this announcement exprassed in US doltars have been translated into HK$ at tha rate US$1.00 =
HK$7.8. .

Some numbers in this announcement have been rounded and are theretcre approximate,

* For igentitication only .




K. WAH INTERNATIONAL HOLDINGS LIMITED

{Incorporaled in Bermuda with limited liabilily)
(Stock Code: 173)

NOTICE OF 2005 ANNUAL GENERAL MEETING

MOTICE IS HKEREBY GIVEN that the 2005 annual gensral meeting of shareholdsrs of K. Wah Intarnationa) Holdings Limited (the "Company®} wili e held at
Picagso Room, Basement 1, IntarContinenta! Grand Stanford Hong Kong, 70 Mody Road, Tslm Sha Tsuj East, Kowloon, Hong Kong on Thursday, 28th April
2005 at 11:30 a.m. lor the tallowing purposes:

1.

o s W

To recelve and conslder the financial statements and reports of the diraciors and auditora for the year ended 31st Decamber 2004;
To daclare a tinal dlvidend lor the year ended 31st Decamber 2004; ’

Te elect diractors and fix the dlreclors’ remunsration;

To re-appoint auditars and authorlsa the directars 1o fix their remuneration;

As speclal business, to consider and, 1 thought I, pass ths fellowing resolulions as Ordinary Resolutlons:

5.1 “THAT

{a) subject to paragraph (b) Yelow, the exercise by the directors of the Company during the Ratevant Pertod of all the powars of the
Company o purchase shares of the Gompany bg and It Is hareby gsnsrally and uncongitionally approved;

(b} -the aggregale nominal amount of shares whigh may be purchassd an The Stock Exchanga ¢! Hong Kong Limited er any other stock
Bachange racognised lar this purpose by the Securities and Futuras Commissian of Hong Kong and Tha Stock Exchanga of Hong Kong
Limited under the Hong Kang Code on Shere Repurchases pursuant to the approval in paragraph (a) above shall not sxceed 10% of the
aggregate nominal amount of the share ‘capital of the Company In Issue al the dale of passing this Resolutlon, and the sald approval
shali be limited accordingly; and

{o) (or the purposa of this Resolution:

*Ralevant Period” means the pariod from the passing of this Resalutlon untl] whichaver is the earllest of;
i the conciusion of the next annual general mesting of tha Company;
(i) tha explration of the period within which the next annual general maeting of the Company Is required by \fte Bye-laws of the
Company or the Companias Act 1981 of Bermuda {as amended lrem time 1o Yime) 16 be held; and
(i) the revocation or varlation of tha authority given by this Resolution by an ordinary resolstion of the shareholders in gensral
masting.”
5.2 “THAT

(a) subject to paragraph (c) below and subject 1o the conzent cf the Barmuda Monetary Authority, the exerclsa by the directers of the
Company during the Relevant Parlod of all the powsars of the Company to alloy, lssue and deal with additional shares in the capital of the
Company and {o make or grant offers, agresments and options which might require the exarcise of such power be and it is herahy
generally and uncondgitionally approved;

{p} the approvai In paragraph (8) above shall autharlse the directors of the Company durfng the Relevent Period to make or grant offers,
agreemants and oplions which might raquire the exercise of such powsr after the and of the Relevant Perlad;
() the aggregate nominal amount of shars capital sliotled or agreed conditionally or unconditionally to be aliotted (Whether pursuant to an

option or otherwlse) by the directars of the Company pursuant io the approval In paragraph (a) above, ctherwise than pursvant lo:

0] a Rights |ssue; or ] ’ :

(i the sxsrcise of rights of subscription or conversion under the terms of any securitiss which are convertible into shares of the
Company; or

(i) any option sctieme or similar arrangement for the tlme being adogled by the Company In accordance with the Rules Governing
the Listing of Sacuritles an The Stock Exchangs of Honrg Kong Limited for the grant or issue of shares or rights to acquire shares
of the Company; or )

{iv) any scrlp dividend or simitar arrangament providing for the afiotmant of shares in Hleu of the whola or past ol a dividend on shares
of the Company in accordance with the Bys-laws of the Company,

shall not exceed the aggregate of:

(aa) 20% of the aggregate naminal amount of the share capital of the Gompany in (ssue al the dale of passing this Assolution; and

{bb) (it the diractors are a0 avthorised by a separate vrdinary resolution of the shareholders of the Company) the nominal amaunt of
share capital of the Company repurchased by the Company subsequent to the passing af this Rasolution (up to & maximum
equivalent 1o 10% of the share capital of the Company in Issue at the date ol passing this Resolution),

and the. said approval shall be limited accordingly, and '

{d) tor the purpose of this Resclution:

“Relevant Perlod” means the perfed from the passing of this Resolution untit whichever !s the earilest of:

() the conciusion of tha naxt annual generai maeling of the Garnpany:

n the explation of the period within which the next annuat general meeting of the Company Is requirad by the Bye-laws of the
Company or the Companles Act 1981 of Bermuda (as amsnded fram lima to time) to be held; and '

(M the revocation of variation of the autherlty plven by this Rasolutlon by an ordinary resclution of the sharsholders In general
meeling: and

“Rights {ssua™ means an ofler of shares open for a pariod fixed by tha diractora of tha Company tn halders of sharas of the Company on

the replister on a tixed record date In proportion to thelr then holdings of such shares {subject to such exclusien or other arrangements as

the directers ol the Company may deem necessary or axpedient in relation to fractional entillements or having regard to any restrictions

&v ubliaauo;\s undar the faws of, or the requiramants of any recognised reguiatory body or any stock exchange In, any territory outside
ong Kang)." -

53 "THAT the diractors of tha Company be and they are hereby authorised to exerclsa the powars of \he Company reterred to in paragraph (g} of
the resofulion sel out as resolution 5.2 In the notice of the 2005 annual general meeting of which this Resolutlon forms a part in respact of the
share capltal o! the Campany refsrred to In sub-paragraph (bb) of paragraph {c} of such resohition.”

By Order of the Board
Seamsan Kwok Slu Man
Company Secretary

Heng Kang, 4th April 2008

Notes:
1.

T(l;a ve%isters of membaere wilt be closed from 22nd April 2008 to 28th April 2005, both days Inclusive, dufing which parlod no transter of shares will bs
affacled,

Any member entitied to altend and vots at the Meeting Is antitled to appoint one or more proxies to altend and, on a poll,.vole an his behall. A proxy
need not be a member of the Companry.

A form of proxy for use in ccnnecuqn with the annual general meeling is enclosed with the 2004 Annual Report posied to the members. The form of
proxy shall be daposiled at the principat place of business of the Company In Hong Kang not less than 48 tiours bafore the fime for holding the Mesting.

Gencerning agenda ltem 3 above, Mr. Michast Leung Man Kin, Dr. Phillp Wong Kin Hang and Dr. Charles Chaung Wai Bun wilt retira by rotatlon and,
baing aligible, offer themseives for re-alection at the 2005 Annual General Maeting. Mr, Robert Gearge Nield, a director appointed by 1%9 Board alter
the 2004 annual general mealing, will hold office until the 2005 Annuat General Meeting and baing eligible, offars himself far ra-glaction. Dstalls of the
above Directors a7e sp! out In the circular enclosed with the 2004 Annuat Report of the Company.

Concerning agenda ftem 5.1 above, approval is belng sought trom mambers for Increasing flexibllity and providing discretion o tha diractors In the
event that Il becomes desirable (b repurchase shares representing up to a maximum of 10% of the aggregate nominal amount of the share capital of the
Company In 1ssue at the dale of passing the resolution on The Btock Exchange of Hong Kong Limilad. An explanalory statament to provids relevani
intormation in respect of the proposed granting of the rapurchase mandate 1o the directors Is set out In the clrcular anclosed with the 2004 Annual
Repon of the Company. ’

Concerning agenda ilam 5.2 ebova, approval is belng sought from members far a general mandate o the direclors 1o alfol, issus ang deal with
addltional shares in the capltal of the Company.

As at the date of this announcement, the exacutive directors of the Company are Dr. Lul Chs Woo, My. Frangis Lyl Yiu Tung, Mr. Lennon Lun Tsan Kau, Mr.

E?ﬂda;;l :‘r\g?ﬁemlr;d\,eyglgar% L|o Chi Chun% anglMs‘. Paddy ‘éan Lu& Wat Yuj the non-sxacutive diractors are Mr. Michasl Leung Man Kin and Dr. Phitip Wong
: i ndent non-executive dlrectors ara Sir David Aksrs-Jones, Dr. i, Dr. i

Bun and My, Raverr o e, v es, Or. Laa Lee Tung Haf, Dr. Robin Chan Yau Hing, Dr. Charles Cheung Wal
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K. WAH INTERNATIONAL HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)
(Stock Code: 173)

4th April 2005
Dear Shareholders,

At the request of K. Wah International Holdings Limited (the “Company”), trading in its shares on The
Stock Exchange of Hong Kong Limited has been suspended with effect from 7th March 2005 at 9:30
a.m. pending release of an announcement concerning a possible very substantial disposal, a very
substantial acquisition and connected transaction. On 4th April 2005, being the despatch date of the
Annual Report 2004 of the Company, such announcement has not been made. The said
announcement will be made as soon as possible together with a request for the resumption of
trading in the shares of the Company.

Thank you for your kind attention.
Yours faithfully

For and on behalf of
K. Wah International Holdings Limited
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, makes
no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this circular.

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should
consult your stockbroker or other registered dealer in securities, bank manager, solicitor, professional
accountant or other professional adviser,

If you have sold or transferred ail your shares in K. Wah International Holdings Limited, you should at
once hand this circular to the purchaser or transferee or to the bank, stockbroker or other agent through
whom the sale or transfer was effected for transmission to the purchaser or transferee.

This circular should be read in conjunction with the accompanying Annual Report for the year ended 31st
December 2004.

K. WAH INTERNATIONAL HOLDINGS LIMITED

(incorporated in Bermuda with limited liability)
(Stock Code: 173)

PROPOSALS FOR RE-ELECTION OF DIRECTORS
AND
GENERAL MANDATE TO REPURCHASE SHARES

4th April 2005
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DEFINITIONS

In this circular, unless the context otherwise requires, the following expressions shall have the

following meanings:

"2004 Annual General
Meeting”

“Annual General Meeting”

“Annual Report”
"associates”
“Bye-laws”
"Board”

“Company”

“connected persons”
“Director(s)”

“Hong Kong”

it KWCMH

“Latest Practicable Date”

“Listing Rules”
“Repurchase Code”

“Securities and Futures
Ordinance”

“Share(s)”
“Shareholder(s)”
“Stock Exchange”
“Takeovers Code”

HHK$H

the annual general meeting of the Company held on 31st May 2004

the annual general meeting of the Company to be held at Picasso Room,
Basement 1, InterContinental Grand Stanford Hong Kong, 70 Mody Road,
Tsim Sha Tsui East, Kowloon, Hong Kong on Thursday, 28th April 2005 at
11:30 a.m.

the Annual Report of the Company for the year ended 31st December 2004
has the meaning as ascribed to the expression under the Listing Rules
the Bye-laws of the Company

the board of Directors

K. Wah International Holdings Limited, an exempted company incorporated in
Bermuda with limited liability, the shares of which are listed on the main
board of the Stock Exchange

has the meaning as ascribed to the expression under the Listing Rules
the director(s) of the Company

the Hong Kong Special Administrative Region of The People's Republic of
China

K. Wah Construction Materials Limited, a company incorporated in Hong
Kong with limited liability, the shares of which are listed on the main board
of the Stock Exchange and a 65.74% subsidiary of the Company

30th March 2005, being the latest practicable date prior to the printing of
this circular for ascertaining certain information in this circular

the Rules Governing the Listing of Securities on the Stock Exchange
the Hong Kong Code on Share Repurchases

Securities and Futures Ordinance, Chapter 571 of the Laws of Hong Kong

share(s) of HK$0.10 each in the capital of the Company
holder(s) of the Share(s)

The Stock Exchange of Hong Kong Limited

the Hong Kong Code on Takeovers and Mergers

Hong Kong dollars, the lawful currency of Hong Kong




LETTER FROM THE BOARD

K. WAH INTERNATIONAL HOLDINGS LIMITED

(incorporated in Bermuda with limited liability)

(Stock Code: 173)

Executive Directors:

Dr. Lui Che Woo, MBE, JP, LLD, DSSc (Chairman)
Francis Lui Yiu Tung (Managing Director)

Lennon Lun Tsan Kau (Deputy Managing Director)
Eddie Hui Ki On, GBS, CBE, QPM, CPM

William Lo Chi Chung

Paddy Tang Lui Wai Yu

Non-Executive Directors:

Sir David Akers-Jones, KBE, GBM, CMG, Hon. RICS, JP*

Michael Leung Man Kin, CBE, JP

Dr. Philip Wong Kin Hang, GBS, JP. LLD, DH
Dr. Leo Lee Tung Hai, GBS, LLD, JP

Dr. Robin Chan Yau Hing, GBS, LLD, JP*
Or. Charles Cheung Wai Bun, Jp*

Robert George Nield*

* Independent Non-executive Directors

To the Shareholders,

Dear Sir or Madam,

Registered Office:
Canon’s Court

22 Victoria Street
Hamilton HM12
Bermuda

Principal place of business
in Hong Kong:

29th Floor

K. Wah Centre

191 Java Road

North Point

Hong Kong

4th April 2005

PROPOSALS FOR RE-ELECTION OF DIRECTORS

AND

GENERAL MANDATE TO REPURCHASE SHARES

INTRODUCTION

The purpose of this circular is to provide you with information regarding resolutions to be proposed at
the Annual General Meeting relating to (i) the re-election of Directors; and (i) the granting to the Directors
of a general mandate for the repurchase of Shares representing up to 10% of the Company’s issued share

capital as at the date of passing of such resolution.




LETTER FROM THE BOARD

RE-ELECTION OF DIRECTORS

Pursuant to Bye-law 109(A) of the Bye-laws, Mr. Michael Leung Man Kin, Dr. Philip Wong Kin Hang
and Dr. Charles Cheung Wai Bun shall retire by rotation at the Annual General Meeting. In addition, Mr.
Robert George Nield, being a Director appointed by the Board after the 2004 Annual General Meeting, will
hold office only until the Annual General Meeting pursuant to Bye-law 100 of the Bye-laws. All retiring
Directors, being eligible, offered themselves for re-election.

Details of the Directors proposed to be re-elected are set out in Appendix | to this circular.

GENERAL MANDATE TO REPURCHASE SHARES

At the 2004 Annual General Meeting, an ordinary resolution was passed in relation to the granting of
a general mandate to the Directors to repurchase Shares not exceeding 10% of the issued share capital of
the Company as at that date (“Existing Repurchase Mandate”).

The Existing Repurchase Mandate will expire upon the conclusion of the Annual General Meeting. The
Directors consider that the Existing Repurchase Mandate increases the flexibility of the Board in managing
the Company's affairs and is in the interests of the Shareholders, and that the same shall continue to be
adopted by the Company.

A new general mandate to repurchase Shares representing up to 10% of the issued share capital of
the Company as at the date of passing of such resofution as set out in Resolution 5.1 in the notice of the
Annual General Meeting will be proposed at the Annual General Meeting (“New Repurchase Mandate”).

With reference to the proposed New Repurchase Mandate, the Directors wish to state that they have
no immediate plans to repurchase any Shares.

An explanatory statement containing the particulars required by the Listing Rules to enable the
Shareholders to make an informed view on whether to vote for or against Resclution 5.1 to be proposed at
the Annual General Meeting in relation to the New Repurchase Mandate is set out in Appendix Il to this
circular.

NOTICE OF MEETING

Notice of the Annual General Meeting is set cut in the Annual Report sent to Shareholders on the
same date as this circular. A proxy form for use at the Annual General Meeting is enclosed with the Annual
Report. Whether or not you are able to attend the meeting, you are reminded to complete the proxy form in
accordance with the instructions printed thereon and return it to the principal place of business of the
Company in Hong Kong at 29th Floor, K. Wah Centre, 191 Java Road, North Point, Hong Kong as soon as
possible and, in any event, so as to be received by the Company not less than 48 hours before the time
appointed for the holding of the meeting. Completion and delivery of the form of proxy will not prevent you
from attending and voting in person at the meeting if you so wish.

According to Bye-law 78 of the Bye-laws, at any general meeting a resolution put to the vote of the
meeting shall be decided on a show of hands unless a poll is (before or on the declaration of the result of
the show of hands or on the withdrawal of any other demand for a poll) demanded: (i) by the chairman of
the general meeting; or (i} by at least three members present in person (or, in the case of a member being
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a corporation, by its duly authorised representative) or by proxy for the time being entitled to vote at the
meeting; or (iii) by any member or members present in person (or, in the case of a member being a
corporation, by its duly authorised representative) or by proxy and representing not less than one-tenth of
the total voting rights of all the members having the right to vote at the meeting; or (iv) by a member or
members present in person (or, in the case of a member being a corporation, by its duly authorised
representative) or by proxy and holding Shares conferring a right to vote at the meeting being Shares on
which an aggregate sum has been paid up equal to not less than one-tenth of the total sum paid up on all
the Shares conferring that right.

RECOMMENDATION

The Directors consider that the re-election of Directors and the New Repurchase Mandate are each in
the best interests of the Company, and accordingly, recommend all Shareholders to vote in favour of such
resolutions to be proposed at the Annual General Meeting.

GENERAL INFORMATION

Your attention is drawn to the additional information set out in the Appendices to this circular.

Yours faithfully,
For and on behalf of the Board
Dr. Lui Che Woo
Chairman




APPENDIX | DIRECTORS PROPOSED TO BE RE-ELECTED

The details of the Directors proposed fo be re-elected at the Annual General Meeting are set out
below:

Mr. Michael Leung Man Kin, CBE, JP, aged 66, joined the Group in 1998 as Deputy Chairman —
Administration and is currently an Adviser. He was appointed an executive director of the Company in
September 1998 and has been a non-executive director since March 2001, He has been appointed a
member of the Audit Committee of the Company since early March 2005,

Mr. Leung holds an honours bachelor's degree in arts from the University of Hong Kong and a
certificate in government and development from Oxford University in the United Kingdom. He has served the
Hong Kong Government for 32 years in a wide range of top level positions, including Secretary for
Transport, Secretary for Education and Manpower and Commissioner, Independent Commission Against
Corruption. He has also served as an Official Member of the Legislative Council.

Save as disclosed above and apart from being a non-executive director of the Company, Mr. Leung
did not hold any directorship in any listed public company in the past three years and does not hold any
other positions with the Company or any of its subsidiaries.

Save as disclosed above and except for the relationship arising from his directorship in the Company,
Mr. Leung does not have any relationships with any Directors, senior management or substantial or
controlling shareholders of the Company.

Mr. Leung’s service contract provides for a term of one year. His emoluments comprise an annual
salary of HK$600,000, an annual director's fee and audit committee member's fee (for the year ending 31st
December 2005) which will be proposed by the Board and approved by Shareholders at the subsequent
year's annual general meeting, and discretionary share options. An annual directors's fee of HK$80,000 will
be payable to Mr. Leung for the year ended 31st December 2004 subject to the approval of Shareholders at
the Annual General Meeting. Director's fee and audit committee member's fee for the year ending 31st
December 2005 will be proposed by the Board and approved by Shareholders at the annual general
meeting of the Company to be held in 2006. His emoluments are determined by reference to his duties and
responsibilities with the Company, the Company’s performance and profitability, the Company’s remuneration
policy and the market benchmark.

As at the Latest Practicable Date, Mr. Leung has share options entitling him to subscribe for 300,000
Shares. Save as disclosed in this circular, Mr. Leung has no interest in the Shares within the meanmg of
Part XV of the Securities and Futures Ordinance.

Dr. Philip Wong Kin Hang, GBS, JP, LLD, DH, aged 72, was appointed an independent non-executive
director of the Company in June 1989 and has been re-designated as a non-executive director since 3rd
March 2005. He ceased acting as a member of the Audit Committee of the Company in early March 2005.

Dr. Wong is a consultant of a Hong Kong firm of solicitors and is also a Notary Public and a China
Appointed Attesting Officer. In addition, Dr. Wong is a director of Raymond Industrial Limited, a company
listed in Hong Kong.

Save as disclosed above and apart from being a non-executive director of the Company, Dr. Wong did
not hold any directorship in any listed public company in the past three years and does not hold any other
positions with the Company or any of its subsidiaries.
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Dr. Wong is an investor in and a director of a non-listed investment in which a family trust established
by the Chairman of the Company has ultimately a material interest. Apart from this and apart from his
directorship in the Company, Dr. Wong does not have any relationships with any Directors, senior
management or substantial or controlling shareholders of the Company.

There is no service contract between the Company and Dr. Wong. Dr. Wong is not appointed for a
specific term but shall be subject to retirement and re-election at the annual general meeting in accordance
with the Bye-laws. The amount of emoluments payable to Dr. Wong comprises an annual director’s fee and
audit committee member's fee which will be proposed by the Board and approved by Shareholders at the
subsequent year's annual general meeting. An annual director's fee of HK$80,000 and audit committee
member's fee of HK$80,000 will be payable to Dr. Wong for the year ended 31st December 2004 subject to
the approval of Shareholders at the Annual General Meeting, and such fees for the year ending 31ist
December 2005 will be propesed by the Board and approved by the Sharehoiders at the annual general
meeting of the Company to be held in 2006. His emoluments are determined by reference to his duties and
responsibilities with the Company, the Company’s performance and profitability, the Company’s remuneration
policy and the market benchmark.

As at the Latest Practicable Date, Dr. Wong has share options entitling him to subscribe for 300,000
Shares, Save as disclosed in this circular, Dr. Wong has no interest in the Shares within the meaning of
Part XV of the Securities and Futures Ordinance.

Dr. Charles Cheung Wai Bun, Jp, aged 68, joined the Group in 1986. He was appointed an
executive director of the Company in June 1989 and has been an independent non-executive director since
1995. He is also the Chairman of the Audit Committee of the Company. In addition, Dr. Cheung is an
independent non-executive director and the Chairman of the Audit Committee of KWCM.

Dr. Cheung holds an honorary doctor's degree, a master's degree and a bachelor of science degree
in business administration. He had been in the banking business for over twenty-two years and held senior
management positions. He is the Group Chief Executive and Executive Deputy Chairman of Mission Hills
Group. He is also a non-executive director of Pioneer Global Group Limited, Prime Investments Holdings
Limited and B&S Entertainment Holdings Ltd, all listed in Hong Kong. Dr. Cheung was a director and
Adviser of the Tung Wah Group of Hospitals and is a Vice Chairman of Guangdong Province Golf
Association. He was awarded the Directors of the Year Awards 2002 of Listed Company Non-executive
Director and was re-appointed by the HKSAR Government as a member of Estate Agents Authority in
November 2004.

Save as disclosed above and apart from being an independent non-executive director of each of the
Company and KWCM, Dr. Cheung did not hold any directorship in any listed public company in the past
three years and does not hold any other positions with the Company or any of its subsidiaries.

Save and except for the relationship arising from his directorship in the Company, Dr. Cheung does
not have any relationships with any Directors, senior management or substantial or controlling shareholders
of the Company.

There is no service contract between the Company and Dr. Cheung. Dr. Cheung is not appointed for
a specific term but shall be subject to retirement and re-election at the annual general meeting in
accordance with the Bye-laws. The amount of emoluments payable to Dr. Cheung comprises an annual
director's fee and audit committee member's fee. An annual director's fee of HK$80,000 and audit
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committee member's fee of HK$80,000 will be payable to Dr. Cheung for the year ended 31st December
2004 subject to the approval of Shareholders at the Annual General Meeting, and such fees for the year
ending 31st December 2005 will be proposed by the Board and approved by Shareholders at the annual
general meeting of the Company to be held in 2006. His emoluments are determined by reference to his
duties and responsibilities with the Company, the Company’s performance and profitability, the Company’s
remuneration policy and the market benchmark.

As at the Latest Practicable Date, Dr. Cheung has interests in 7,239 Shares and share options
entitling him to subscribe for 300,000 Shares. Save as disclosed in this circular, Dr. Cheung has no interest
in the Shares within the meaning of Part XV of the Securities and Futures Ordinance.

Mr. Robert George Nield, aged 52, has been an independent non-executive director of the Company
since September 2004. He is also an audit committee member of the Company.

Mr. Nield is a Fellow of The Institute of Chartered Accountants in England and Wales and has over
30 years of experience in professional auditing and accounting. He worked for PricewaterhouseCoopers
("PwC") (formerly Price Waterhouse) from 1980 to 2002. He was admitted as an audit partner in 1985 and,
in addition to managing a portfolio of audit clients, he was from time to time in charge of PwC's Computer
Audit, Continuing Education and Human Resources Departments. He retired from PwC in June 2002.

Save as disclosed above and apart from being an independent non-executive director of the Company,
Mr. Nield did not hold any directorship in any listed public company in the past three years and does not
hold any other positions with the Company or any of its subsidiaries.

Save and except for the relationship arising from his directorship in the Company, Mr. Nield does not
have any relationships with any Directors, senior management or substantial or controlling shareholders of
the Company.

Mr. Nield’s service contract provides for a fixed term of three years. The amount of emoluments
payable to Mr. Nield as specified in his service contract comprises an annual director's fee and audit
committee member's fee which will be. proposed by the Board and approved by Shareholders at the
subsequent year's annual general meeting. An annual director's fee of HK$80,000 and audit committee
member’s fee of HK$80,000 will be payable to Mr. Nield for the year ended 31st December 2004 subject to
the approval of Shareholders at the Annual General Meeting, and such fees for the year ending 31st
December 2005 will be proposed by the Board and approved by Shareholders at the annual general
meeting of the Company to be held in 2006. His emoluments are determined by reference to his duties and
responsibilities with the Company, the Company’s performance and profitability, the Company's remuneration
policy and the market benchmark.

As at the Latest Practicable Date, Mr. Nield did not have any interests in the Shares within the
meaning of Part XV of the Securities and Futures Ordinance.




APPENDIX I EXPLANATORY STATEMENT

This Appendix contains the particulars that are required by the Listing Rules to be included in an
explanatory statement to enable the Shareholders to make an informed view on whether to vote for or
against the resolution to be proposed at the Annual General Meeting in relation to the proposed repurchase
mandate.

SHARE CAPITAL

As at the Latest Practicable Date, the issued share capital of the Company comprised 2,223,990,394
Shares. As at the same date, there are outstanding share options granted under the Company's share
option schemes to subscribe for 26,712,000 Shares and convertible bonds which are convertible into an
aggregate of 176,888,888 Shares.

Subject to the passing of the resolution granting the proposed mandate to repurchase Shares and on
the basis that no further Shares are issued (whether generally or pursuant to the exercise of the
subscription rights attaching to the outstanding options or the conversion rights attaching to the convertible
bonds) or repurchased before the Annual General Meeting, the Company will be allowed to repurchase a
maximum of 222,399,039 Shares during the period ending on the earliest of: (i) the conclusion of the next
annual general meeting of the Company; or (ii) the date by which the next annual general meeting of the
Company is required to be held by the Bye-laws or by law; or {iii) the date upon which such authority is
revoked or varied by a resolution of the Shareholders in general meeting.

REASONS FOR REPURCHASES

The Directors believe that it is in the best interests of the Company and the Shareholders to seek a
general authority from the Shareholders to enable the Company to repurchase Shares on the Stock
Exchange. Such repurchases may, depending on market conditions, and funding arrangements at the time,
lead to an enhancement of the net assets value of the Company and/or earnings per Share and will only be
made when the Directors believe that such a repurchase will benefit the Company and the Shareholders.

The Directors have no present intention to repurchase any Shares and they would only exercise the
power to repurchase in circumstances where they consider that the repurchase would be in the best
interests of the Company and in circumstances where they consider that the Shares can be repurchased on
terms favourable to the Company. On the basis of the consolidated financial position of the Company as at
31st December 2004, being the date to which the latest published audited accounts of the Company were
made up, the Directors consider that if the general mandate to repurchase Shares were to be exercised in
full at the currently prevailing market value, there might be a material adverse impact on the working capital
position and gearing position of the Company. The Directors do not propose to exercise the mandate to
repurchase Shares to such an extent as would, in the circumstances, have a material adverse effect on the
working capital requirements of the Company as compared with the position disclosed in the latest
published audited financial statements or the gearing levels which in the opinion of the Directors are from
time to time appropriate for the Gompany.

FUNDING OF REPURCHASES

Repurchases made pursuant to the proposed mandate to repurchase Shares would be funded out of
funds legally available for the purpose in accordance with the Bye-laws and the applicable laws of Bermuda.




APPENDIX Il EXPLANATORY STATEMENT

EFFECT OF THE TAKEOVERS CODE

If as a result of a repurchase of Shares, a Shareholder's proportionate interest in the voting rights of
the Company increases, such increase will be treated as an acquisition for the purposes of Rule 32 of the
Takeovers Code and Rule 6 of the Repurchase Code. Accordingly, a Shareholder, or a group of
Shareholders acting in concert, depending on the level of increase of the Shareholders’ interest, could
obtain or consolidate control of the Company and become obliged to make a mandatory offer in accordance
with Rule 26 of the Takeovers Code.

As at the Latest Practicable Date, 1,257,389,151 Shares, representing approximately 56.54% of the
issued share capital of the Company, were held by the discretionary trusts established by Dr. Lui Che Woo
as founder. Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung and Ms. Paddy Tang Lui Wai Yu, as either direct or
indirect discretionary beneficiaries of the discretionary family trusts, are deemed to be interested in those
Shares held by the trusts. Besides, apart from the shareholding interest disclosed hereinabove, these three
directors had an aggregate interest {including family interests and corporate interests) in 50,558,315 Shares
representing approximately 2.27% of the issued share capital of the Company.

Based on the above shareholding interests, in the event that the power to repurchase Shares
pursuant to the New Repurchase Mandate is exercised in full and taking no account of the exercise of
outstanding options or the conversion of the convertible bonds, the aforesaid interests of Dr. Lui Che Woo,
Mr. Francis Lui Yiu Tung and Ms. Paddy Tang Lui Wai Yu would be increased to approximately 65.35% of
the issued share capital of the Company and the Shares held by the public will not fall below 25% of the
total number of Shares in issue. The Directors are not aware of any consequence which would give rise to
an obligation to make a mandatory offer under Rule 26 of the Takeovers Code.




APPENDIX II EXPLANATORY STATEMENT

SHARE PRICES

The following table shows the highest and lowest prices at which the Shares have been traded on the
Stock Exchange in each of the past twelve months preceding the Latest Practicable Date:

Month Highest Lowest
(HK$) (HK$)
2004
March 1.880 1.560
April 1.810 1.300
May 1.420 0.920
June 1.470 1,200
July 1.420 1.280
August 1.470 1.280
September 1.640 1.450
October 1.960 1.600
November 2.200 1.720
December 3.325 1.780
2005
January 4.075 1.990
February 3.300 2.175
March (up to the Latest Practicable Date) 3.250 2.925

REPURCHASE OF SHARES

The Company had not purchased any of its Shares (whether on the Stock Exchange or otherwise) in
the six months preceding the date of this circular.

GENERAL

To the best of their knowledge and having made all reasonable enquiries, none of the Directors nor
any of their associates currently intend to sell Shares to the Company or its subsidiaries.

No connected persons of the Company have notified the Company that they have a present intention
to sell Shares to the Company, or have undertaken not to do so in the event that the Company is
authorised to make repurchases of the Shares.

The Directors have undertaken to the Stock Exchange that, so far as the same may be applicable,
they will exercise the proposed mandate to repurchase Shares in accordance with the Listing Rules and the
applicable laws of Bermuda.
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